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No. 21 in a series: 


Radar eyes see in darkness, storm, or fog 






to lock this twin-jet fighter on its prey... 


ol fae diel lal tral 


—the Douglas F3D Skyknight 


Out of Korea come new reports of the 
Douglas F3D Skyknight in-action, down- 
ing Migs for the United ‘States Marines 
in spite of inky black skies or foul 
weather conditions. 

Designed for the U.S. Navy, the all- 
weather Skyknight flies at near-sonic 


Be a Naval flier—write to 


Nav Cad Washington 25, D.C 


Depend on DOUGLAS 


speeds, operates from aircraft carriers as 
well as small advanced airfields. Side- 
by-side seating of pilot and radar opera- 
tor results in closer combat teamwork— 
makes for maximum efficiency in operat- 
ing Skyknight’s modern radar search and 


fire control against enemy planes 





approaching our defense perimeter. 

Performance of F3D Skyknight in 
action is another example of Douglas 
leadership in aviation, Planes that can 
be produced in quantity to fly faster and 
farther with a bigger payload are a basic 
rule of Douglas design. 
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Where do profits go? 





To increase your standard of living 


UT OF EVERY DOLLAR YOU SPEND, less than 
O 5¢ can be kept as profit by the average 
company supplying you. A good part of that 5¢ 
is then used to buy new machines. (Only 2¢ ever 
reaches the owners as dividends.) 


These new machines produce more, at lower 
cost. To stay in business in America’s highly com- 
petitive system, machine owners pass on those 
lower costs to you in lower prices. (Remember 


‘SWASEY 


Cleveland 


PRECISION 
MACHINERY 
SINCE 1880 


your first mechanical refrigerator at $700, your 
first radio at $400?) 


Stop the profits and you will stop this process 
of better and better values. As machines grow 
older, they will produce less and less and so what 
they produce will cost you more and more. 


Remember that, next time you hear someone 
attack profits. He’s recommending higher prices 


for you. 


Statistics from: 
National Association of Manufacturers; 
Air Cond. & Ref. News: 


Electrical Merchandising. 





Gradall at work 


YOU CAN PRODUCE IT BETTER, FASTER, FOR LESS WITH WARNER & SWASEY MACHINE TOOLS, TEXTILE MACHINERY, CONSTRUCTION MACHINERY 














Hi, Pal! The U.S. Department of De- 
fense is a sprawling, complex business— 
so big, in fact, that many of the top 100 
men in the Pentagon don’t even know 
one another by sight. 

Last week Defense Secretary Charles 
E. Wilson decided it was high time the 
high brass got on a first-name basis. 


Business outing. So the folks could get 
acquainted, the Secretary brought some 
120 generals, admirals and civilian exe- 
cutives together at the Marine Corps base 
at Quantico, Va., for a four-day affair—a 
combination outing and business confer- 
ence. 

The guests wore name badges—just 
like delegates at a civic-club convention 
. .. They drew numbers for their seats at 
dinner, to make sure old cronies wouldn't 
get off by themselves and ignore every- 
body else. 

There was a golf tournament on the 
program of events—along with time for 
sailing, swimming, fishing and loafing 
... And there was a long string of serious 
business meetings—discussions about the 
state of Russian military power . . . Amer- 
ican defenses . Government affairs 

. atomic developments . . . just about 
everything. 


Unification. The top career men of all 
three service branches—Army, Navy, 
Air Force—were on the guest list .. . 
The invitations that went to them, and 
to everybody else, said: 

“Comfort, rather than appearance, will 
be the rule . . . It is hoped, not only in 
the interest of getting some wholesome 
exercise and fun but also in becoming 
better acquainted with the other men 
who will be present, that you will partici- 
pate in the various activities and friendly 
competitions which are arranged.” 

Said Secretary Wilson to a friend: 

“This is a good way of achieving uni- 
fication and co-operation . . . It’s better 
than a directive.” 


HANDY WAY TO SUBSCRIBE 





Size-up. How is Dwight Eisenhower 
getting along in his work? 

Nearly everyone in Washington has 
expressed an opinion on it . But no- 
body had thought to ask the President 

. . . Last week—at the prompting of a 
reporter at a news conference—Mr. Ei- 
senhower got into the act, himself .. . 
He looked back over his first six months 
in office and concluded: 

Things are showing progress, but 
not fast enough to be completely satis- 
factory. 


Slow curve. The President said it 
would be completely deceitful if he pre- 
tended that everything he thought could 
have been done in these last six months 
had been done. 

In the operation of Government, Mr. 
Eisenhower went on, there are 2.5 mil- 
lion people . . . You've got to get policy 
worked out so that 2.5 million people 
can implement it . . . That is laborious, 
and it is slow. 

When he took office in January, the 
President continued, a great—almost 
revolutionary—activity was necessary to 
pick up where others had left off .. . 
He wasn’t saying that everything that 
had been done before was wrong... 
But in certain areas disagreement is ob- 
vious . . . Frictions develop. 

If the change were accomplished too 
quickly it would be wrong—even if 
every change were for the better .. . 
You cannot take a railroad and have a 
sharp, right-angle turn in it .. . You have 
to build a curve .. . And you have to do 
the same with things that involve 2.5 mil- 
lion people . . . Great policies and great 
problems involve the Government—and 
change is gradual. 

But there has been progress, said the 
President . Every day the people in 


this Government are coming to see a little 
bit closer to eye-to-eye on the great, 
important problems that affect the United 
States of America. 
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“What will the telephone 
be like 


when I grow up?” 


It’s hard to say, young fellow, 
but you can be sure there are 
great things ahead. 


Today we telephone from mov- 
ing automobiles, trains, airplanes 
and ships far out at sea. And 
radio microwaves beam tele- 
phone calls and television pro- 
grams from tower to tower across 
the country. 


The day is coming when you 
will be able to reach any tele- 
phone in the country simply by 
dialing a number. 





Perhaps some day in the future 
you may just speak the number 
into the transmitter and get your 
party automatically. 


BELL TELEPHONE SYSTEM 


The Best Possible Service 
at the Lowest Possible Cost 








You expect the hest value from G-E fluorescent lamps 





Silicone coat on new G-E 
Rapid Start lamps helps 
them start quicker 


é 


Moisture in the air can make a fluores- 
cent lamp slow to start. The wet film 
that condenses on the lamp is a good 
enough conductor to detour some of the 
electricity needed for proper starting. 

General Electric has tailored a “‘rain- 
coat” that stops this. It’s made of 
silicone and breaks up the wet film into 
tiny droplets, leaving dry areas that in- 
terrupt the electrical contact. Less cur- 
rent is stolen. Starting is quicker, surer. 

We call the coating Dri-Film*. The 
photo above shows the difference it 
makes. Moisture breaks up into drop- 


lets on the Dri-Film* lamp, forms a 
smooth coating on the ordinary lamp. 

You get Dri-Film* on G-E Rapid 
Start lamps. It’s invisible, won’t rub 
off, helps assure you all the light you 
pay for. Many leading manufacturers 
have designed lighting fixtures to use 
Rapid Start lamps and their special 
Rapid Start ballasts. You expect the best 
value from G-E fluorescent lamps. 
Here’s another reason you can. 

For more information, write General 
Electric, Department 166-USN-7, Nela 
Park, Cleveland 12, Ohio. 


*Reg. U. 8. Pat. Off. 


You can put your confidence in— 


GENERAL @@ ELECTRIC 
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Newsgram Washington, D. C. 


After a truce in Korea is firmly set then many things will happen. 

Arms spending will lose its urgency. Arms output, gradually, will be cut 
back. Cutbacks, even now, are beginning to be big in some products. 

Draft will slow somewhat. Armed force size will be trimmed a little. 

Rotation from Korea, temporarily, will be related to points and combat 
missions. Overseas service, after that, will be on a flat-term basis whether 
in Korea or in other parts of the world. The term: about 16 months. 

Draft service will stay at 2 years. Draftees will be used for service in 
any part of the world. There'll be no big change from now. 

















A truce, at best, will be shaky. Communists cannot be trusted.: 

Casualties, of course, will end so long as a truce lasts. Prisoners will 
be exchanged, bringing joy to thousands of American families. 

Casualty lists will continue for a while. Pretruce fighting has been 
severe, casualties heavy. Casualty totals will exceed 140,000 for the war. 
That's the American loss. Korean casualties ran far higher. 











The war's victor, under truce terms: Communist China. The war's loser: 
U.S., principally, as the agent of the United Nations. 

Communist China, an outsider prewar, will hold North Korea postwar. 

U.S., committed to a united Korea, will sit in South Korea, policing the 
Government of Syngman Rhee, which had been its ally. It's possible under truce 
terms that U.S. military forces will end up battling South Koreans. 

Communist China, a minor power prewar, will end up a major power. 

U.S., a major power, will end a war on the short end for the first time. 

It's quite a snafu, quite a deal after all the sacrifices made. 

















U.N. membership now for Communist China? Not right away, but later. U.S. 
recognition for China? Later on, when tempers cool, not just now. 

Formosa for China? That's a little doubtful. Maybe a trusteeship. 

Revived trade with China? Yes, Allies will insist on that. 

Communists get plenty out of a truce deal. They've got everything to gain, 
nothing much to lose. It's to be another big Communist gain. 














Indochina war, what will happen to that? U.S. will be asked to take over 
more of the cost. U.S. today is paying 40 per cent. U.S. refusal? Then France 
may make a deal, giving Communists another big gain. 

Malaya? Britain is handling that alone. She'll be in trouble, though, if 
the French deal with Communists in Indochina. The game will be to try to 








Written for the issue of July 31, 1953, Volume XXXV—No. 5 (ower) 


U. S. NEWS & WORLD REPORT (No part of this or any other page may be reproduced without written permission) 





NEWSGRAM--TOMORROW-- (Continued) 


maneuver U.S. into taking on those wars--to substitute war in Southeast Asia for 
war in Korea as a U.S. burden. Maybe U.S. will bite, maybe not. 

West Europe? It's the same story: Let U.S. do more of the job. 

The catch is that, after Korea, U.S. voters will be wary, cynical. 





Tax-cut pressure after a truce will become irresistible. 

Tax cuts in 1954 will be substantial, not minor. Excess-profits tax will 
die January 1. Corporation tax cut April 1 to 47 per cent is becoming a 50-50 
prospect. That's still a higher tax than in World War II. 

Individual incomes will get some tax relief January 1--10 per cent. 

Excise-tax cuts are coming. Tax relief for movies will open the door. 

Cuts in taxes of 5 billions already are scheduled. Bigger cuts are to be 
forced as war fades and voters raise a cry against wartime taxes. 


























Spending cuts, too, will be forced after a truce. 

Spending, scheduled by Eisenhower at 74 billions for year started July l, 
is likely to be no higher than 72 billions after a truce. 

Spending goal, posttruce, will be set at 60 billion dollars. 

Armed forces, now spending at a 5l-billion rate, face a cut in year to 
Start next July 1 to a level of 40 billions or less. Aid abroad, now running 
at a 5-billion rate, is likely to be cut next year to 3 billions or less. 

The ax will be out for spending next year, in spite of present talk. 














Politically, the Eisenhower popularity will grow after a truce. 

Truce, promised, will bring relief to millions of families. 

Worries will be fewer. Good feeling will be greater. 

Business conditions, once truce effects recede, will get more notice. 
Business right now is booming. Business outlook for months just ahead remains 
good. Business, however, gradually will be influenced by end of war. 

Eisenhower popularity, probably, will be at its peak during 1953. 

In 1954, with war a forgotten episode, a probable adjustment in levels of 
business will influence public attitudes. Ike may lose some popularity. 

Just now, though, political tides strongly favor the party in power. 














Ceiling on U.S. debt is unlikely to be raised. Debt ceiling at 275 billion 
dollars will be approached during months just ahead, not punctured. 

Ceiling problem is complicated by tax collections that concentrate in first 
half of each calendar year, then fade in second half. That creates a temporary 
and artificial problem in the second half of calendar years. 

A partial remedy: Apply the ceiling on June 30 of each year, not to all 
months of the year. That would solve the problem for the next year or two. 














Abroad, as things seem to be shaping up in Russia: 

The Army, unless all signs fail, is dominant right now. Secret police are 
out of the struggle for power, at least temporarily. Communist Party, with a 
pledge of allegiance from the Army, still may not be all-powerful. 

Marshal Georgi Zhukov, wartime friend of President Eisenhower, seems to 
hold dominant power in the Army. Zhukov, if able to win out, may hold the key 
to the future. Two old soldiers, Eisenhower and Zhukov, in that event, would be 
dealing in any Big Four, or Big Three conference. It's a chance. 
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4 e the All-Nylon Cord Double Eagle. This tire is dis- 
Pride of ownership tinguished by ultra-smart appearance, phenomenal 


is part of the pleasure strength and truly amazing traction. 

The All-Nylon Cord Double Eagle is known de- 

The pleasure you derive from any possession is al- _servedly as the world’s finest passenger-car tire, and 

ways heightened when it is acknowledged to be the proves it by delivering up to 42% greater mileage. 
finest in its field. In tires that is, without question, Goodyear, Akron 16, Ohio. 


Dhe worlds finrelt tive... ty vtled JS 
ALL=NYLON CORD DOUBLE EAGLE 


» GOODFSYEAR 


Double Eagle, T. M.—The Goodyear Tire & Rubber Company, Akron, Ohio 








Washington Whispers 


[What appears on this page is reported in Washington and other news centers] 


Millikin Favored for Taft Post 
‘Captive’ of Army 


Mr. Eisenhower is somewhat cool to- 
ward broad hints from the French 
that the time is here when U.S. tax- 
payers should take over more of the 
cost of the war in Indochina. Ameri- 
cans now are paying for at least 40 
per cent of that war. 


x kk 


Diplomats from abroad already are 
suggesting that a truce in Korea will 
release dollars and troops and war 
materials that then can be used to 
ease the burden of defense on Britain 
and France—maybe without having 
to depend upon help from the Ger- 
mans. 


eo € 


John Foster Dulles, Secretary of 
State, with backing of Mr. Eisen- 
hower, made it clear in recent meet- 
ings with the French and British that 
the U.S.—after a truce in Korea— 
will not make further concessions to 
appease the Communists. Some of 
the truce terms that put U.S. in the 
position of a nation paying a price to 
an enemy were accepted only under 
great pressure from U.S. allies. 


x kw * 


Winston Churchill, for Britain, is in- 
sisting that Russia be counted in on 
negotiations for peace to follow a 
truce in Korea. 


x * * 


A basic argument is developing be- 
tween U.S. diplomats and U.S. mili- 
tary men over the future of U.S. 
troops in Germany. Diplomats see the 
time approaching when troops will 
have to be withdrawn to get any kind 
of settlement with Russia on Ger- 
many. Military men insist that there 
would be danger in withdrawal, even 
simultaneously with the Russians. 
Diplomats think Germans will decide 
the issue by insisting that both leave. 


x * * 


President Eisenhower is being ad- 
vised that fear of a recession develop- 


ing in the wake of a truce is being 
greatly overdone. The White House 
view is one of confidence in the busi- 
ness outlook. 


x * *& 


Democratic Senators are displaying 
great interest in cuts being made in 
defense orders to discover if all auto- 
mobile companies are faring equally 
in the cuts. The magnifying glass is 
out to try to find evidence that one 
company may be getting favors not 
going to another. 


x kk 


George Humphrey, Secretary of the 
Treasury, is advising the White House 
that he can get through the year 
ahead without a raise in the ceiling on 
debt, but will need either (1) sharp 
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Malenkov Called 
Congress Back in October? 






spending cuts, or (2) tax increases, to | 


get by the second half of 1954. The 


goal is a cut in spending to 60 billion ¥ 
dollars for the year to start July 1, | 
1954. That will be 14 billion below 

spending estimates for the current 


fiscal year. 
xk k* 


Propaganda machinery of the Gov- 
ernment is swinging into action to try 


to convince the American people that [ 
it’s still to be necessary to draft a lot | 
of boys and to spend a lot of money 7 


after a truce in Korea. The official | 
fear is that the voters will demanda | 


return to “normal.” 


x *k * 


President Eisenhower, like President 


Truman before him, is beginning to 
find it difficult to induce the men he 
wants to take Government jobs. A 


good many onetime New Dealers are | 
staying on as top aides to Republi- | 


can high officials. 
x *& * 


Leaders in Congress are being sounded 
out on a White House idea to call 
Congress back into session late in 


October to get going on legislation not | 


acted upon before the two Houses 
recess early in August. 


x * * 


Senator Eugene Millikin, of Colo- } 


rado, is going to be favored by the 
White House for the job of Majority 
Leader if Senator Robert Taft is un- 
able to return to his Senate duties. 
The President is pictured as not too 
pleased by disagreements with Sena- 
tor William Knowland, acting Ma- 
jority Leader, on some issues of 
policy. 


x &* *& 


Georgi Malenkov, Russia’s Premier— | 


if American appraisers are right—is 
a captive of the Army at this point, 
dependent upon Army support for 
survival. Who will emerge as Russia’s 
real ruler remains anybody’s guess. 
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e multi- 


million dollar 


squeeze 


(A TRUE STORY) 


\N YOU REMEMBER when the only way 
4 to get lemon juice was to squeeze itout 
of a lemon? That was before a young 
Chicagoan we know went to his doctor and 
was told to drink plenty of lemon juice. 

Today there’s a new generation of cooks 
in our kitchens who are pouring real 
lemon juice out of bottles and tins without 
touching a lemon or a squeezer. 

Of course, somebody is squeezing the 
lemons. It’s our young friend. We know 
because we helped him make a little 
squeeze into a big one and it’s quite a story. 

He came to us in 1944. For ten vears he 
had been marketing his lemon juice —the 
first 100% real lemon juice, delivered 
fresh —and his product was beginning to 
catch on in a big way. He was also doing a 
good business in the packing of olives and 
the processing of maraschino cherries. 

Now he needed a bank that could fill 
three important requirements. First, a 
bank that knew food processing well 
enough to understand his problems. Sec- 
ond, a bank to finance him as he grew, no 
matter how big he grew. Third, a bank 
with strong foreign connections that could 
advise him and help him with his imports. 

A friend of his from Philadelphia gave 
him some advice. “If you really want a 
bank that can understand your business 
so well that they can tell vou what you 


need, go to The First National Bank of 


Chicago. I'll tell you why —.’ 
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He told him about our Divisional set- 
up, unique among banks. The officers in 
each Division are truly specialists in a 
small group of industries. They finance 
businesses only within their assigned group. 
Because of this, and because they spend 
as much time in the field as they do at 
their desks, they come to know these in- 
dustries intimately. 

And so this young food processor came 
to us. Here in our Division E he found 
men who dealt daily with problems in 
canning, food processing, chemicals — the 
very things that were the heart of his 
problem. 

Through the years we have helped him 
with letters of credit, 
foreign markets, loans, and counsel. It 
has been gratifying to watch his plant 
space increase ten-fold in less than a dec- 


information on 


ade, to see his sales increase a hundred- 
fold. His firm today is among the very top 
producers of every product he markets. 

Not long ago he recommended us to a 
friend with these words: 

“I cannot imagine a closer relationship 
between a business and its bank. From the 
very beginning we have been partners in 
spirit. I have needed and valued the fi- 
nancing which is our common base of in- 
terest, but this, I am sure, I could have 
had from several sources. 

“What I sincerely believe I could not 
have found elsewhere is the continued 
help, the intimate help in all phases of our 
business that I have had from the officers 
of The First National Bank of Chicago. 

“Every move I have made, except minor 
ones, has first been discussed with them. 
Their advice has always been sound —and 
there have been no mistakes.” 

This is the aim of the specialization de- 
veloped by our Divisional operation — to 
give first-hand knowledge of conditions 
and trends and practices and sources of 
supply, so that our financing will always 
be of maximum aid. 

Could you use that kind of service? We 
have ten Divisions of industrial specialists 
that together cover a// industry. Our con- 
nections and our services are world-wide. 
Whatever your business or wherever you 
are located, we'll be glad to acquaint you 
with your Division. 








The First National Bank of Chicago 


Building with Chicago since 1863 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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A frank statement to Magnavox owners and their friends by the makers of America’s finest television. 


Why You Can’t Buy a MAGNAVOX 


at a Discount 


J seen cea is one of the great scientific 
miracles of our miracle age. It is of ines- 
timable value in relation to the great joy, 
entertainment and education it has brought 
into the American home. 

Yet, many people who believe they are shop- 
ping for a TV are primarily shopping for a dis- 
count—that’s because most brands can be pur- 
chased at a cut price. Thrift is commendable, 
bargaining a universal trait. We all seek the 
maximum value for our money and no one 
wants to suffer the embarrassment of paying 
more than the lowest price. But a discount 
doesn’t necessarily enhance the value of a pur- 
chase. In television it often misleads the buyer, 
and gives him only short-lived satisfaction. 


* ok * 


Owners of Magnavox television and radio- 
phonographs know this. 

They know there is only one price—the 
lowest price—to everyone and here’s why: 
Magnavox management recognized that it could 
not achieve its objective of building superior, 
custom-quality instruments within reach of the 
average family if burdened with the usual 
high distribution costs. So we have no whole- 
salers or jobbers. 

Magnavox instruments go directly from our 
factory to our dealers. Magnavox dealers were 
painstakingly chosen on the basis of their 
standing in the community and their ability to 
serve you because the long-term satisfaction 
of a television receiver is largely dependent on 
the ability and integrity of the dealer. 


* ok * 


Magnavox is sold through relatively few of 
the ninety-thousand dealers selling television. 
We do less business that way than some of our 
competitors, but our ambition is not to make 
the most but the best . . . and the dest, in this 
case, is the greatest dollar value. 

Your Magnavox dealer is the respected mer- 
chant who has been in business for many years. 
He has had “staying power” because he has 
rendered good service to his community and 
has done so at a modest profit to himself. He is 
generally the fine department store; the old, 
dependable music store; the quality furniture 


THE MAGNAVOX COMPANY 


store and the friendly and successful television 
and appliance dealer who has already won your 
confidence through his fair dealings and good 
service. 

If he were to give away any portion of his 
small profit margin he could not maintain his 
establishment, properly display the merchan- 
dise to give you selectivity or give you satis- 
factory service in every respect. 

In order to retain his Magnavox franchise— 
he is prevented from cutting prices by virtue 
of the Magnavox “‘One Price’’ policy. Magnavox 
instruments are sold under the legal agreements 
provided by the Miller-Tydings Act which 
prohibit him from engaging in unfair trade 
practices. 

* * * 


But, you may logically ask . . . ““How does 
this ‘One Price’ policy help me get a bargain?” 
A Magnavox is your greatest bargain because 
it is the best value for every dollar you spend 
regardless of discounts you can obtain on other 
brands. And you are assured of satisfaction 
through the integrity and ability of your dealer. 
These together with the integrity of the prod- 
uct will give you an enduring pride of owner- 
ship. And by by-passing the jobbers and the 
extra margin of selling cost to which such 
wholesalers are entitled, we are able to offer 
you a substantially greater value—reflecting 
savings up to 20%. 


cy * * 


We are as proud of our efficient distribution 
as we are of our efficient engineering and 
manufacturing. 

Marketing surveys show that people consider 
Magnavox either the best, or one of the best, 
television receivers made. But they also think 
of it as high priced, because fine quality is 
usually synonymous with high price. 

A direct comparison with other brands will 
prove to you that this is not the case. You will 
find that Magnavox, model for model, is actu- 
ally lower in price than other recognized quality 
brands . . . prove this to your own satisfaction. 
Go to your Magnavox dealer. See these fine 
quality instruments at your nearest Magnavox 
dealer listed in the classified telephone directory. 


resident 


FORT WAYNE 4, INDIANA 
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| by the Communists will begin to 
} come home, will be back in Allied 
) hands within two months. 


) in Korea, probably 300,000 of them 


for an indefinite period. Present 
strength gradually will be cut to 


} of taking and retaking the rocky 
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WHAT COMES 
AFTER A TRUCE 


Cut in Draft... Less Spending... New Problems Abroad 


You can expect, with an end to the shoot- 
ing— 

Gi’'s will draw safer but longer service in 
Korea, with a flat term of 16 months there. 

Draft, after 90 days, will drop below the 
present rate, allowing more deferments for 
fathers, farmers, skilled workers. 

War prisoners will be on their way home 
within two months. 


Arms orders for business will be cut in fuel 
and “hard goods” lines. 

U. S. armed services will be trimmed, bring- 
ing budget cuts, more pressure for tax relief. 

New problems will crop up everywhere— 
with China over real peace, with France over 
Indochina, Japan over trade with China. 

Here, in practical terms, is a close look at 
how a truce may affect you. 


A period of great change will come In the first few months, men with — tion. The average tour of duty thus will 
after a truce in Korea. Changes of many __ points won in combat will be favored for be lengthened, not shortened, with the 
kinds will be noticed by the people, by return home as replacements arrive. But, _ truce. 


business, by Government. after that, a flat term of service in Korea Draft will go on at home, but at a re- 
A sigh of relief will go up immediately —16 months on the basis of present plans duced pace. Draft calls, for a time at 
after a truce from millions of families | —will replace the point system for rota- _ least, will drop below 20,000 a month a 


with youth in the service or facing 


few months after truce is signed. 
There will be more chance of getting 





service. The fateful telegrams that 
have gone to 140,000 families, tell- 
ing of wounds or death, soon will 
stop coming. Men held as prisoners 


Men, of course, will go on serving 


that figure. 

Instead of active combat, how- 
ever, there will be an uneasy truce, 
with no casualties and an intensified 
training program to keep troops in 
trim. 

GI's will stop the hazardous job 


tidges of Korea. Combat missions no 
longer will be flown by American 
airmen. Aircraft carriers of the Navy 
will go into stand-by duty. Ships no 
longer will draw bombardment duty 








deferment to go ahead with educa- 
tion. Pressure will be less for draft- 
ing of fathers, for taking men from 
farms and factories. 

Fear of the draft, on the part of 
parents of draft-age sons, will end 
as casualties cease in Korea. Draft 
then will become merely an incon- 
venience, interrupting careers for a 
two-year period, but not likely to 
lead to wounds or death. 

Korea will become just another 
spot in the world in which Ameri- 
can forces are serving. For men in 
uniform, service there will be much 
like service elsewhere, centered 
around standard training programs 
and periodic maneuvers. 

For business, too, truce will 
bring important changes. 

Arms spending will be cut further. 
Ammunition orders will become 
smaller, as reserve stocks are filled 





along the coast of North Korea. —Costello in the Albany Knickerbocker News and large-scale use ended. Gasoline, 
Rotation for men in Korea, mean- ‘QUESTION-ANSWER PERIOD’ used at the rate of 7 million tons a 
while, will be put on a changed basis. ... with a truce, more questions year during active war, will be 
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With a Truce.. 


S Troops of each side draw back 1.2 miles. 


All air operations, 
including observation 
flights, stop. 


Screening of war prisoners, U.N. 
and Communist, gets under way. 





Pais 


bought in smaller quantities. Combat 
use and wastage in military equipment 
of all kinds will end. With that end will 
come a rising inventory of everything 
from weapons to trucks, to be followed 
by some cuts in orders. 

Shipping needs will fall sharply. Few- 
er troops will be transported, with a less 
rapid turnover and some cut in forces in 
Korea. Smaller tonnages of goods will 
be moved, compared with the 18 million 
tons a year shipped to Korea during 
shooting war. 

Peace, however, will not be assured 
by a truce. “Incidents,” during any 
truce, can be created by either side. The 
Communist Chinese Government, wag- 
ing war for the Communists, will not 
sign the truce agreement. North Korea, 
signing, will continue to be just a puppet 
of the Communist planners of China and 
Russia. South Koreans, on the Allied 
side, with an Army of half a million 


Here’s What a Truce Means 


To Men in Korea — 


ROTATION, based on the present point system, stops in 90 days. 


men, will continue to be deeply suspicious 
of the Communists. 

Trouble will always be a threat in the 
background. 

Communists, under agreement made 
earlier, will build up air bases in North 
Korea, creating a new threat of air at- 
tack. A Communist build-up on the 
ground is possible, too, with inspection 
by truce teams severely restricted. Saber 
rattling between South Koreans and 
Communists is sure to come, with “inci- 
dents” of some kind hard to avoid. 

Politics will take over in the fore- 
ground. 

Peace talks, when they begin 90 days 
after a truce is signed, will have no time 
limit. Without the incentive of military 
pressure, those talks could grind on in- 
definitely. Truce talks, which have gone 
on for more than two years, were con- 
fined to American military officers on one 
side, North Korean officers on the other 


“Neutral” observe 
move in to watch 
what goes on. 


Communist build-up , 
airfields in North 
Korea can start. 


side. Peace talks will be carried 
by diplomats of many nations, not 
by U.S. and Communist military officers 

Talks will center for 30 days around 
what to do with anti-Communist war 
prisoners held by the U.N., then will be 
concerned with the future of Korea, 
Communists will want terms that permit 
them to gobble up the Korean peninsula 
Americans and South Koreans will want 
terms that permit a united Korea, not 
Communist dominated. There will be no 
real incentive for either side to give in 
to the other. South Korea, impatient to 
unify, could break out and start an at 
tack of its own. U.S. then might be 
forced to take action against armed 
forces of both sides. 

For Korea itself, if a cease-fire lasts, 
great changes will be brought, at least 
in the southern part, with a new U.S. 
program of rehabilitation. Rebuilding o 
cities, towns and farms will begin ina 


Here’s What It Means 
To Youths in the U.S. — 


DRAFT will continue for an indefinite 


TOUR OF DUTY for all GI's in Korea and Japan will be set at about 16 months. period 


DRAFT CALLS, now running at 23,000 a 
month, will be cut gradually to an estimated 
15,000 - 19,000 a month. 


SERVICE IN KOREA lies ahead for many, with 
a U.S. force of 300,000 to be maintained. 


ASSIGNMENT TO KOREA, for most 


draftees, will be safer but longer. 


FIGHTING, including ground patrols and air missions, ceases. 


TRAINING will be stepped up to a full-time operation. Rest periods will 
be fewer. 


CASUALTIES from combat end. Only normal operational hazards 
will go on. 


IMMEDIATE RETURN TO U.S. is out, except for those 


whose rotation period is up now. 
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..ethe Next Moves: 


5 Prisoner exchange, of all 
those who agree to go home, 
takes place within 2 months. 


S 


matter of months, will go on for four or 
five years. 

South Koreans, during a truce, will 
build more military strength than they 
had during active war. Arming and train- 
ing of ROK troops will go on, with. the 
number of divisions increased gradually 
from the present 16 to a goal of 20. 

War prisoners, meanwhile, will get 
the big headlines from Korea. Those 
willing to go home will be repatriated 
within 60 days. The rest will be handed 
over to a “neutral” commission, placed 
in temporary detention camps guarded 
by Indian troops. Persuasion by super- 
vised teams will be permitted for 30 
days. Fate of those who still refuse to be 
repatriated will be taken up by peace 
conferees for a month. Then, four months 
after truce is signed, the remaining 
prisoners will be turned loose as civilians. 

But changes at home in the U.S. will 
be just as noticeable. 


Here’s What U.S. Guarantees Now — 


1. That South Korea will not obstruct a truce. 

2. That South Koreans will withdraw from the 2%-mile buffer zone. 

3. That U.S. will not support acts of aggression by South Koreans. 
4. That U.S. will not interfere if ROK forces attack and Chinese counterattack. 
5. That U.S. will not furnish military supplies to ROK’s if they start an attack. 
6. That Allied forces will protect “neutral” truce teams brought into South 


Korea. 


7. That no time limit will be placed on the peace talks to follow a truce. 
8. That U.S. will,“to the limits of its ability,” see that truce terms are kept. 
9. That the U.N. command will keep trying to recover escaped North 


Korean prisoners. 


10. That anti-Communist war prisoners will be turned 


over to a “neutral” commission. 
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War prisoners who still 
refuse repatriation to be 
turned loose within 4 months. 


Talks on Korea’s future 
start within 3 months. 


Arming and training of ROK 
troops go ahead, with 4 more 


divisions to be formed. 


Armed forces maintained by U. S. will 
begin to be cut. The Army, with 1,510,- 
000 men now, will go down to 1,370,- 
000 men after a truce. Pressure will come 
to cut air and sea forces further than al- 
ready planned by Defense Secretary 
Charles E. Wilson. Cuts in defense 
spending will more than offset new costs 
of rehabilitating Korea, bringing in- 
creased pressure for tax relief. News- 
papers will be full of stories of cutbacks 
in defense agencies, eye-witness accounts 
of returning prisoners, new Communist 
threats in Southeast Asia, pleas to “bring 
the boys home” from Korea. 

Big new problems for U. S. lie ahead, 
too, after truce is signed. France will 
try to get U.S. to take over part or all of 
its war in Indochina. Pressure will be 
applied to get more U. S. arms for Europe. 
Communist Chinese will seek to bargain 
their way into the Security Council of the 
U.N. Possession of Formosa will be asked 


U.S. forces, unless war 
flares up again, gradually 
begin to be withdrawn. 


© 1953, By U.S. News Pub. Corp, 


by the Peiping regime as part of the 
price for real peace. Japan will try to find 
some means of trading with Communists 
in China, on the ground of economic 
necessity. U.S. allies in Europe also will 
tend to resume*more “normal” trade re- 
lations with a China that no longer ap- 
pears as an active enemy. 

An effort is to be made at working out 
a mutual-detense pact with South Ko- 
rea, one that could determine how much 
this country is to be committed in Asia. 
The problem of dealing with President 
Syngman Rhee if peace talks bog down 
is to be important, as well, in the light 
of guarantees reported made by U.S. at 
Panmunjom. (See chart below. ) 

Practical effects of an armistice in Ko- 
rea, in other words, are to be felt far 
more widely than most Americans real- 
ize. Afvend to the shooting is to be only 
the beginning of a whole new series of 
changes and problems yet to be faced. 


Here’s What 
The Communists Guarantee — 


1. Chinese Communist Government 


guarantees nothing 


2. North Koreans agree to terms of 
the truce —to return latolalclewmelale| 


cease fighting unless “attacked.” 


3. Chinese 


agrees to truce terms. 


“volunteer army” also 
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MYTH OF THE MIG—EXPLODED 


Hundreds Have Fallen Before U.S. Sabres 


Sabre jets, manned by Ameri- 
can pilots, are making Russia‘s 
vaunted MIG-15 look like a crate. 

U.S. fighters can outmaneu- 
ver and outgun the enemy jets. 
The most recent ratio of ‘’kills’’ is 
129 MIG‘s to 1 Sabre over Korea. 

Reason: U. S. has better pilots 
flying a better plane with better 
equipment. The MIG, improving, 
can’t keep pace. 


TOKYO 

After three years of war in Korea, 
one well-established myth is being ex- 
ploded. This is the myth of the “invin- 
cible” MIG-15—Russia’s much-touted 
jet aircraft. 

The Russian jet has been pictured to 
the world as some kind of superairplane, 
superior to anything American industry 
is turning out. Yet, ever since the U.S. 
Sabre went into action in Korea, Ameri- 
can jets and their pilots have held a big 
edge over the Communists. 

In the two latest months of combat, 
the official records show 129 MIG’s de- 
stroyed for one Sabre jet lost in air-to-air 
fighting. If the “probably destroyed” are 
added. the ratio in favor of the Ameri- 
can jet goes higher. 

The story of the superiority of Ameri- 
can Sabre jets and pilots is the same 
whether Russians are flying the Russian 
jets or Chinese are flying them. The 
story itself is important because much of 
the world has been given the impression 
that Russian jet military aircraft are su- 
perior to all American jets. 

American pilots who have fought 
against the MIG-15 concede that it’s an 
excellent airplane. It’s fast, and it can 
climb faster than any American jet now 
in wide use. When the MIG first showed 
up in Korea, the principal fighter being 
used there by American units was the 
F-51. That was a propeller-driven plane, 
and it was a sitting duck for the MIG. 
Two American jet models, the F-80 and 
the F-84, also have proved no match 
for it. 

With the Sabre, it’s a different story. It 
was late in 1950 when the U.S. was 
able to supply one fighter wing in Korea 
with this fast, well-equipped jet. Since 
then the MIG-15 has been having tough 
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going. Fifth Air Force records show that, 
from the time the Sabre went into com- 
bat through the end of last month, it 
definitely destroyed 764 MIG’s, prob- 
ably destroyed 119 and damaged 759. 
In that time. the MIG-15 destroyed only 
56 Sabres. The chart on page 15 gives 
Fifth Air Force figures on MIG-15s and 
Sabres destroyed fighting each other. 
Some pilots didn’t like the Sabre at 
first. They thought it was too heavy, too 
slow, loaded with too many gadgets. 
Sometimes the gadgets didn’t work. 





These American pilots say the bigges 
weakness of the Russian MIG-15 is tha 
it is unstable under some conditions, I) 
a tight turn it is extremely sensitive, jp. 
clined to wiggle or go into a tailspin. Be. 
cause of this tendency, Sabre pilot 
have been startled at getting MIG “kills 
without firing a single shot. 

Today’s MIG is better than earlie § 
models, for the Russians have been 
improving their jet while the U.S. has} 
been developing a better Sabre. The 
present MIG-15 has a_ bigger power 


—United Press 


TAKING OFF TO DO BATTLE IN ‘MIG ALLEY‘ 
. .. American Sabres, rulers of the Korean skies 


Spare parts and engines were in short 
supply; that made maintenance prob- 
lems. Still, Sabres started destroying 
MIG’s right away. As the pilots got the 
feel of the Sabre, they liked it better 
and better. 

Today the “bugs” are out of the Sabre 
jet. With plenty of engines and spare 
parts, maintenance is good. Pilots now 
are praising some of the gadgets that 
they didn’t like at first, for those gad- 
gets help them to bring a plane home 
after it has been hit. 

The newest Sabre has had its ceiling 
increased 5,000 feet. Pressurization, ox- 
ygen and defrosting systems have been 
improved. Pilots say this new model out- 
classes the MIG-15 in every way except 
rate of climb. One wing in Korea now 
has the new model, while three wings 
have earlier Sabres. 


plant, with more thrust, than that used 
earlier. The armament has been changed. 
Originally designed as a fighter-bomber, 
the MIG-15 carried a  37-millimeter¥ 
cannon capable of knocking out a tank f 
Now it has lighter guns—a 23-millimeter 
cannon and a 15-millimeter cannon f 
Even with more power and faster guns, f 
the MIG loses out to the Sabre. 

One reason why so many MIG’s have 
been knocked down is that the Sabre has 
a better gunsight. In combat nearly as 
fast as sound, the human eye cannot 
judge the lead and deflection needed to 
hit an enemy plane. A radar gunsight 
was the answer to this problem of shoot- 
ing accurately at jet-propelled speeds. 
It provided rapid, automatic computa 
tion of speed and distance. 

The early radar gunsight, however, 
had a number of kinks that tied it up at 
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critical moments. Electrical circuits got 
out of kilter. One pilot reported that, in 
his first 47 missions to the Yalu River, 
his gunsight failed in 46. 

Now the kinks have been straight- 
ened out. The improved gunsight on the 
Sabre is excellent. It sights the enemy at 
long distances. Its computations are far 
more accurate. This means more “kills” 
at longer range. The sight is so good that 
one American ace believes M1G pilots 
often haven't known the Sabres were 
within shooting range until the bullets 
started plowing into them. 

Although the MIG also has a radar 
gunsight, its range is shorter. The Com- 
munists try to offset this handicap by 
using camouflage, painting their planes 
green on top and blue on the under- 
side. This makes them hard to see at a 
distance, but it hasn’t worried the Ameri- 
cans. As pilots put it: “We want them to 
see us so they will fight.” 

When the Communists do fight, they 
show up as inferior pilots. It is not known 
definitely whether all the pilots are Chi- 
nese, or if some of them are Russians, for 
no MIG pilots have been captured. It is 
clear, however, they are not trained as 
well as their American opponents. 

Take the problem of bringing a plane 
out of a tailspin. That is hard to do with 
any jet aircraft. The Communists in kKo- 
rea seldom can do it. The Americans can 
do it, because they have had the neces- 
sary training. 

In these air 


battles, the Communists 


have had distance on their side. Sabres 
have been flying about 250 miles, from 
fields south of the battle line to “MIG 
Alley,” in order to engage the Com- 


munist planes. After arriving, they have 
been able to stay in the fighting zone 
only about 20 minutes turning 
back for more fuel. 

Even with distance in their favor, 
the MIGs have been losing out fast. 
With the tide running heavily against 
them, fewer and fewer have been get- 
ting off the ground to fight. The Com- 
munists have probably 1,500 MIGs at 
their Yalu River base; they outnumber 
the Sabres about 5 to 1. Eighteen months 


before 


ago, the Communists were sending as 
many as 400 MIGs into the air in one 
day. Recently the number has _ been 


much smaller. 

The MIGs have always fought hard 
whenever the Americans bombed their 
new, unused airfields in North Korea. 
Otherwise, the Communist pilots have 
lost a good deal of their aggressiveness. 
Sabres frequently have had to get be- 
tween MIGs and the Yalu River to force 
them to fight. Even so, American pilots 
in Sabre jets have been knocking down 
more of the Communist planes—and ex- 
ploding the myth that Russia’s MIG-15 
is an “invincible” aircraft. 
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FOREIGN 
AID 

FOR 

12 
POSTWAR 


YEARS 


N 12 postwar Years, the U.S. Government is giving 55 
billion dollars in aid to other nations. 

In the eight years just passed, nearly 40 billions in aid 
money has been paid out. For the four years to end in 
mid-1957, Congress already has authorized more than 15 
billions in additional aid. The figures include military as 
well as civilian aid. 

The Pictogram compares this total of 55 billions with 
spending for more familiar things at home. 

For all public schools, from kindergarten through high 
school, U. S. taxpayers never put up more than 47 billion 
dollars in any 12-year period. This includes school costs 
of all governments—federal, State and local. It covers the 
cost of building and maintaining all schoolhouses. It 
also includes outlays for overhead—schoolbooks, pay of 


16 


Cost to taxpayers of 
postwar foreign aid 


Fa 17 4 Billion 


». AN 


Cost to taxpayers 


all U.S. schools 
(grade and high) 


$47 Billion 


teachers and principals, equipment of all kinds. In 12 
years, it is costing Americans § billion dollars more to 
help other nations than to educate their own children. 

This same foreign-aid program is costing the Federal 
Government $4 for every $1 it ever spent in any similar 
period for all civilian public works. 

The greatest amount ever spent for such projects in 
any 12 years has been less than 14 billion dollars. That 
includes the whole range of federal projects—roads, dams, 
post offices and other buildings, reclamation, flood con- 
trol, river and harbor development. 

If you add State and local projects to that federal 
figure for public works, the total comes to 59 billion 
dollars. That's just 4 billion more than the cost of foreign 
aid. 
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[Spending at Home in the 12 Biggest Past Years 


Cost to taxpayers of 


. all veterans’ programs 
) Sol Billion 
on 


Cost to taxpayers 
of all 
ederal public works 


$14 Billion 














Cost to taxpayers 


Si Billion 





Cost to taxpayers 
of all 
farm programs 
of all $20 Billion 
atomic-energy 


projects 











2 Roads are, by far, the most expensive type of public 
0 f) works. U.S. taxpayers—federal. State and local combined 
. [| ~never have paid more than 21 billion dollars in any 12 
1 f} years for building new roads. 


tf} Federal outlays for welfare and relief of people at 

) home, in the 12 top years, have been 28 billion dollars. 
This includes Social Security benefits and all the direct 
and work relief of the New Deal. Foreign aid has cost 
, | twice as much. 

All the farm programs of the Federal Government, in 
the 12 years of biggest spending, add up to a cost of 20 
| § billion dollars. This figure covers benefit payments to 
1 | farmers. It also covers the cost of supporting prices of 
1 § farm products, plus the entire cost of operating all 
branches of the Agriculture Department. 
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Aid to farmers. thus, has cost 36 cents for each dollar 
spent on aid to foreign countries. 

At home, the costliest of the Government's aid pro- 
grams has been the one for veterans. In 12 top years, 
veterans’ costs have amounted to 51 billion dollars—4 
billion less than foreign aid. 

All expenditures of the Government on atomic energy, 
including the cost of developing the bomb that finished 
Japan, have been 8 billions. That is one seventh of the 
postwar cost of aiding other nations. 

For 12 years, people have been buying Series E savings 
bonds. If all the people were to cash in their entire hold- 
ings of E bonds today, the proceeds would be 35 billion 
dollars. That would fall 20 billion short of paying the 
12-year cost of foreign aid. 
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WHO LIT THE FUSE IN GERMANY? 


These Are the Men—These Are Their Stories 





the Communists. 





Here, from the men who helped to lead it, 
is the story of East Germany’s revolt against 


Rioting went deeper and spread wider than 
Moscow is admitting. Open defiance started 
weeks before the uprising in Berlin. 


ter next time. 


The Russians haven’‘t heard the last of re- 
volt behind the Iron Curtain. East Germans 
know now what they can do when they take 
things into their own hands. They are getting 
set to do it again—and they vow to do it bet- 








BERLIN 

The following accounts were given to 

a member of the Board of Editors of 

U. S. News & World Report during a 

three-hour conversation with key men of 

the East German riots. These men are 

now in hiding in the West—forced to 

flee by the Soviet-led manhunt that fol- 
lowed the June uprising in Berlin. 


The beginning. A uranium miner: 
Open clashes between workingmen and 
the Communist bosses started a month 
before the big demonstration on June 17. 
The indignation caused by terror and 
oppression had been general for a long 
time. It needed only a spark to break out 
in open revolt. 

As a matter of fact, the uranium-mine 
district in Saxony had its first sit-down 
strike last May 10. Some workers insulted 
the Russian soldiers who are always on 
guard there. The Russians fired on the 
men and several were wounded. The 
sit-down strike followed. Then on June 
13 the workers stormed a police post 
and beat up the captain. 

When news of the Berlin strike of 
June 17 reached the uranium miners 
they all went out on demonstrations. 
They disarmed Soviet soldiers and Ger- 
man policemen. That led to bloody 
fighting. 


Spreading. A Brandenburg truck 
driver: On May 15, a crowd of several 
hundred gathered before the gates of 
the big prison near Brandenburg to de- 
mand the release of their relatives. That 
was the first time such a demonstration 
had occurred in our neighborhood un- 
der Communist rule. 

Well, the police jumped in and ar- 
rested a large number, including me. I 
was kept in prison for a fortnight. Later 
when the Berlin strike came, the entire 
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population of Brandenburg went out to 
storm the prison. Hundreds marched on 
it. The People’s Police had occupied the 
building and began to fire on the dem- 
onstrators. There was a real battle—but 
the liberation failed. 


Climax. A Saxony electrical worker: 
For some time the men in our plant had 
been talking about the food situation— 
which was getting worse—and the rais- 
ing of the work norms. Butter and mar- 
garine had disappeared from the shops. 
Now we were to be driven to more work. 
It was too much. 

We heard that the men in the Zeiss 
plant at Jena had gone on a sit-down 
strike a month before to get some relief. 
We decided to do the same thing. 

So, on June 10, we struck. For us, that 
was the opening of the big revolt. 

A week later, on June 17, the workers 
of all the plants took over the city ad- 
ministration, occupied the telephone and 
telegraph building and freed prisoners. 


Open revolt. A plant worker, trade 
and home town unidentified: In some 
towns the workmen broke open the 
prison gates with bars and forced the 
prison guards to surrender the keys to the 
cells. 

In one town, prison authorities helped 
us pick out the political prisoners. We 
didn’t release criminals. The workers in- 
sisted that personal papers be returned to 
the freed prisoners. In addition, regular 
dismissal forms were written out for 
them. The storming of the prisons failed 
in some places because heavily armed 
police had been posted on the roofs. 

The guns that were taken from the 
policemen were destroyed because the 
men did not want to fight regular bat- 
tles. Most of them were veterans and, as 
trained soldiers, they knew in advance 
that the few small weapons they took 


would be no match for the machine guns 
and tanks of the Russian Army. 

Generally, the demonstrations were 
peaceful until the Russians and the Peo- 
ple’s Police lined up in front of the So- 
viet tanks and opened fire. In several 
towns the worst local tyrants of the Com- 
munist Party and the well-known in- 
formers were beaten to a pulp. But all 
the big bosses jumped into their cars at 
the first sign of danger and got away. 

The aim of the strikers was not to dam- 
age the means of production. They took 
care to provide for emergency opera- 
tions. But in some places sabotage oc- 
curred, nevertheless. One plant at the 
Saxony brown-coal mines was severely 
damaged. In the ,uranium-mine district 
a number of shafts are still flooded. 


Bystanders. A West Berlin newspaper- 
man: The West Berliners have the feeling 
that they did not do their duty on the 
day of the revolt in the East. They say 
that, instead of standing by to watch, 
they should have risen and broken down 
the sector barriers, and proclaimed the 
reunification of all Berlin. 

To lighten their conscience, — they 
blame the Allies for having held them 
back. The next time, they may not listen 
to the Allies. 


The leaders. A composite report 
based on talks with several of them: 
Young men—men untrained as_ labor 
leaders—were chosen spontaneously to 
lead the workers of East Germany. The 
job fell to them because there was no one 
else the workingmen trusted in this crisis. 

The Government-organized trade un- 
ions are completely discredited. Their 
leaders are regarded as Soviet agents. 
Many of the older German unionists 
have taken on jobs under Government 
auspices, and are distrusted by the work- 
ers. The prewar Communist organizers 
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we so disgusted with the way things have 
heen going since Russia took over that 
they have withdrawn from all activity. 

That leaves the young workers—many 
of them former soldiers who fought the 
Russians in Russia. These. younger men, 
most of them between 25 and 30, have 
heen leading the discussions in the 
plants. They have a talent for asking em- 
harassing questions that confuse and 
confound the Government people. 

When the demonstrations began, the 
workers poured into the factory halls and 
courtyards and picked their leaders by 
gclamation. In a matter of minutes 
these young workers became the men 
who directed the marchers, drafted the 
demands of the strikers, and, in some 
cases, took over the administration of 


? 


city districts. 


Goals. A strike leader, identity con- 
cealed to protect associates still in East 
Germany: What do the new leaders of 
the East German workers want? We 
have opinions both for the present and 
for the future. 

The immediate demands put forth at 
the mass meeting on the city square in- 
cluded German unity, free elections, 
resignation of the Zone (Communist) 
Government, disarmament of the Peo- 
ple’s Police, lowering of prices by 40 per 
cent, increase in old-age pensions, and 
no punishment of strikers. 

The strike leaders everywhere were 
careful not to antagonize the Soviet oc- 
cupation troops, but to appeal to their 
understanding. In fact, the Soviet tanks 
stood motionless in the midst of a crowd 
of 100,000 while the workers’ demands 
were announced, The tanks only went 
into action later when martial law was 
declared. 

So much for our immediate demands. 
There are also opinions about the future. 
In small, secret groups there have been 
many discussions about what will hap- 
pen when the Soviets withdraw. The 
workers are fed up with “planned econ- 
omy” as practiced by the Communists. 
They want companies returned to pri- 
vate owners. They want private trade 
and free trade unions, They dislike the 
word “capitalism” and respect the word 
“socialism”’—but what they understand 
by socialism is a system of social rights 
and benefits for the workingman. 


Next time. The same man, continu- 
ing: How did we feel after the revolt 
had been put down by the Communists? 
Listen, we did not feel downhearted! 
It was such a surprise to us all that we 
could make the large demonstration that 
it has given us a feeling of enormous 
strength. 

Now we know we can do it—and the 
next time it will be better done. 
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SMOKE THAT BILLOWED OVER BERLIN IN JUNE... 


. rose from the earlier fires of revolt throughout East Germany 
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French Tell U.S.: Pay or Else— 


They'll Leave Indochina to the Communists 


A truce in Korea isn‘t to mean 
U.S. can forget about war in 
Asia. Indochina looks more criti- 
cal now than ever. 

French want fo pull out. They'll 
keep up their fight against the 
Communists only if the U. S. foots 
the bill. 

That's France's price. For U. S., 
winding up one war, it means 
moving deeper into another war 
—or else. 

. PARIS 

The French Government is serving 
notice that the United States must 
put up another 200 million dollars 
for war in Indochina or expect the 
Communists to take over that coun- 
try and, perhaps, the whole of South- 
east Asia. 

There is evidence, this time, that the 
French ultimatum is not just one more 
dodge to get cash out of Uncle Sam. 


The new French Government of Pre- 
mier Joseph Laniel almost fell apart over 
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proposals that France go on fighting in 
Indochina even if the U.S. foots the bill. 

French public opinion, in fact, is fed 
up with war in Indochina, angry over 
high defense costs. There is a surge of 
public demand that France get out of 
Indochina, even at the cost of handing 
ft over to Communists. And the French 
Cabinet has decided to quit rather than 
spend one franc more on defense. 

What the U.S. is offered is not a full 
victory in Indochina for 200 million dol- 
lars. French leaders do not believe that a 
full military victory is possible there, 
now or ever. 

At best, if the U.S. will put up all 
the cash, the French hope to step up the 
war in Indochina so that, in 18 months, 
they will be in a position to negotiate a 
balanced truce with the Communists. 
France is not asking for U.S. troops. 
French troops will fight until native ar- 
mies are built up. 

At worst, if the U.S. will not put up 
all the cash required, the French leaders 
say, they will pull French forces out of 
Indochina now, leaving that area to the 
Communists. 

What is at stake is not only the Asso- 
ciated States of Indochina—Vietnam, 
Laos and Cambodia—with their 27 mil- 
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lion people. Communist control of this 
area would put a knife deep within 
Southeast Asia. Thailand, Burma, Malaya 
and Indonesia, with a total population of 
120 million and rich resources of rice, 
tin and rubber, would be exposed. 

The French proposal, as it now stands, 
is an offer to supply the man power and 
the fighting know-how necessary to step 
up the war in Indochina. 

The military plan, already approved 
by the U.S., is based on the proposals of 
Gen. Henri-Eugéne Navarre, the new 
French military chief in Indochina. He 
wants to equip 108 Vietnamese bat- 
talions and fly additional French troops 
to Indochina. 

Cost of all this has been set at 200 
million dollars. The U.S. already has 
offered to pay part of this sum. But the 
Laniel Government now insists that the 
plan will have to be financed entirely 
by the U.S. or abandoned. If it is aban- 
doned, the Laniel Government, _ its 
spokesmen say, will quit. 

Here is how a leading member of the 
French Cabinet put the proposal: 

“We are willing to go on fighting for 
another 18 months if necessary. But we ff 
can no longer provide 60 per cent of F 
the money and 100 per cent of the fight- 
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THE ENEMY—DEAD 


Will it be the U. S. that finally tips the scales? 
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ing men over and above local forces. If 
the United States is willing to assume its 
fair share of the burden, we can go on. 
Otherwise, the present Government will 
fall and the next French Cabinet will be 
a negotiation Cabinet. It will capitulate 
to the Communist in Indochina and we 
will get out of there.” 

If U.S. accepts, the French will fol- 
low the Navarre plan. 

Reinforcement of French Union forces 
now in Indochina will begin immediate- 
ly. About 5,000 officers, noncommissioned 
officers and military specialists will be 
sent to Indochina by air. 

Quick independence would be given 
to Vietnam, Laos and Cambodia. Ne- 
gotiations would be started in August, 
completed by September and ratified by 
the French Parliament in October. Full 
independence would be expected to turn 
popular support to native governments. 

A build-up of the Vietnamese armies 
would be completed by September, 1954 
-eight months earlier than now planned. 
By that time, they would have 108 bat- 
talions. 

A speed-up of the war, under the 
French plan, would be geared to driv- 
ing all Communist-led forces out of the 
North and Central Indochinese plains. 
Then, the French feel, their Indochinese 
allies could force Communist leader Ho 
Chi Minh to negotiate a peace. 

If U.S. refuses, say French leaders, 
the only alternative is a French with- 
drawal. In that event, they insist, U.S. 
will have to shoulder the blame if all of 
Southeast Asia goes to the Communists. 
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... WAR IN THE WATER... 


Actually, what the U.S. is up against 
now is a new mood in France, a new 
crisis in French political opinion. 

As the French see it, they are fight- 
ing Communism on three fronts—at 
home, in the European forces of the 
North Atlantic Treaty Organization and 
in Indochina. To sustain this effort, 3.9 
billion out of a total budget of 10.9 bil- 
lion dollars is going into defense. And the 
budget is about one fourth in the red. Tax 
burden already eats up nearly half of 
national income. Living costs are high. 
War in Indochina is unpopular. 

French leaders feel that war in Indo- 
china has long since ceased to be a 
colonial war. The U.S. and other West- 
ern powers have publicly recognized the 
Indochinese war as a part of the world- 
wide struggle to contain Communism, 
as much a part of that struggle as the 
war in Korea. 

Last May, at the U.S. request, the 
French submitted a military plan for 
Indochina to the U.S. Joint Chiefs of 
Staff in Washington. It provided for 
training a hundred Vietnamese battalions 
over a two-year period. This plan was 
held to be insufficient by the U.S. 
command. The U.S. had promised to fi- 
nance the training of native forces in 
Indochina, but only in support of an ac- 
ceptable plan. 

The French Government asked the 
U.S. to send its own mission to Indo- 
china to see what was needed. Before 
the U.S. Government decided to get in- 
volved in the French plan, General Na- 
varre took command in Indochina and 
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. . « WAR IN THE MUCK 


. and the French people are fed up with it all . 


the French Government fell. U.S. Lieut. 
Gen. John O’Daniel, sent to Indochina, 
approved of the new war plan set up by 
Navarre. 

Meanwhile, the atmosphere in Paris 
had changed. One candidate for Premier 
who proposed immediate peace negotia- 
tions with the Communists in Indochina 
missed the Premiership by only 13 votes 
in Parliament. 

Recently the French Government 
learned that the U.S., far from planning 
increased aid to France for war in Indo- 
china, expected to give France less aid 
in 1954 than in 1953. A Senate com- 
mittee called the French “constitutional- 
ly incapable of balancing their budget.” 

French tempers reached the boiling 
point. Even a dramatic victory in Indo- 
china, when parachute troops destroyed 
a major Communist supply base, fell flat. 
One Cabinet member claimed that colo- 
nialists in the Government ordered a raid 
so close to Communist China that Peip- 
ing would send its troops into Indo- 
china, thus ending hope for peace. 

A U.S. diplomat in Paris, on orders 
from Washington, asked the French to 
submit their request for additional aid 
for Indochina. He was told that the 
French had no intention of asking for 
additional aid. It was up to the U.S. to 
offer its “fair share” of the burden of 
war in Indochina. 

“What we are offered,” said a top U.S. 
diplomat here, “is our last chance to save 
Indochina and all of Southeast Asia from 
Communism. If we miss this one, we are 
through.” 
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What the Republicans 
Have Done to Washington 


Washington, symbol of big 
Government, looks much the 
same after Eisenhower's first six 
months. 

Business is brisk. Federal build- 
ing is up. Government jobs have 
been cut 4 per cent. Most hold- 
overs are still on the pay roll. 
Liquor sales are higher. 

In the big agencies, the ‘‘cof- 
fee break” is a little less notice- 
able. But, mostly, things seem 
unchanged. 


There’s still a boom in Washington 
six months after the Republicans took 
over from the Democrats. A wholesale 
deflation of the national capital, ex- 
pected by many to follow a change of 
Administration, is not yet occurring. 

Jobs in Government at last count num- 
bered about 234,600 for the Washington 
area. That is only 10,100 fewer than 
in January, when Eisenhower took 
office. Mass firings and job losses, once 
predicted, obviously have not material- 
ized. 

Private employment, moreover, has in- 
creased in the last six months, in a sea- 
sonal upturn. This seasonal rise was 
smaller than usual this year. But, even 
so, it has been enough to offset the small 
drop in Government jobs. Total employ- 
ment around Washington now stands at 
621,600-—larger by 5,000 than when Ei- 
senhower was inaugurated. 

Businessmen of the capital show no 
fear that the city is going to stop grow- 
ing under the Republicans. Private con- 
struction is running 5 per cent ahead of 
last year. New offices, stores, parking 
lots are much in evidence. About 12,000 
dwelling units were started in the Wash- 
ington area during first half, 1953, com- 
pared with 10,700 last year. 

Even federal building activity, to the 
surprise of many, has increased under 
the Republicans to date. Permits were 
issued for 18 million dollar’s worth of 
federal construction around Washington 
in first half, 1953, compared with 11.7 
million last year. 

No sign of pessimism on the part of 
the Washington general public shows 
up either, in any of the usual barom- 
eters of business 
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The city is crowded with Democratic 
holdovers who presumably figure they 
may lose their jobs any day, yet people 
are buying new cars faster than last year. 
Washington dealers sold 13 per cent 
more cars and trucks between January 
and June this year than last. 

Total retail sales in the Washington 
area are up 6 per cent. Crowds throng 
the banks just as they did under the 
Democrats; bank clearances are up 5 
per cent over 1952. 

Buying and selling of houses goes on 
at a fast pace around the capital city, 
compared with most places. Some people 
feared a great exodus after the Republi- 
cans took over, with thousands of homes 
going on the market and values crashing 
all over the Washington area. 

Nothing of the sort has occurred. 
House prices are down and real estate 
sales have slowed a bit. But it’s still an 
active, normal market. 

For example: In Washington and ad- 
jacent Montgomery County, Arlington 
County and the city of Alexandria, last 
month’s real estate sales numbered 
1,925 on property valued at $31,561,000. 
By comparison, sales in June, 1952, 
numbered 2,122 on property valued at 
$30,350,000. 

A few signs and portents of future 
trouble in the capital are found by 
some people. 

Thus, while total employment is up, 
there is an increase of a few thousand in 
the number of people seeking jobs. More 
people are drawing unemployment pay 
in Washington, too—22,300 in June, 
1953, compared with 16,000 a year ago. 

Washingtonians are a little deeper 
in debt than they were six months ago, 
the effect of the rise in installment- 
credit sales noticeable everywhere. 

Some retailers and wholesalers are cry- 
ing the blues. Hardware and _ building- 
material stores show a 7 per cent drop in 
sales during the first five months of this 
year, compared with last. Appliance 
stores had a 4 per cent drop. 

The capital’s restaurant owners com- 
plain of a dip in trade. Apparently Re- 
publicans are doing more entertaining 
in their homes than the Democrats did 
when they led the wining and dining— 
liquor stores have had a 4 per cent rise 
in their business since January, with a 
noticeable jump in case-lot sales. 

Actually, in general appearance and 
atmosphere, the city seems much the 
same as it did under the Democrats. 
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THE THRIVING CAPITAL 


Government cuts hardly dented 
the rush from office to store 
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Many federal workers are jumpy about 
their futures. You hear rumors of big} 
“reductions in force” and salary cuts. f 
Some firings have occurred. Some peopl ff 
have been “bumped” into lower-payingf} 
jobs. But many a worker, after beingf 
notified that he was about to be fired, ff 
has been rehired a few days later. 

One agency wanted to cut out 250f 
jobs. Before it was through, 750 peopk fF 
were involved in the job shuffle and af 
least 1,000 others thought they were go- ff 
ing to get the ax. 

A flurry over Government worker f) 
getting to the job earlier in the morning 
has died down. Most big agencies have 
exactly the same work hours and lunch 
hours they always had. The “coffee break’ 
is less prevalent. Coffee consumption is J 
down about 20 per cent. Yet, much of 
that decrease is due to hot weather, 
rather than changed practices. 

“Over here,” confides a_ long-time ff 
Government servant in a big agency, “the } 
bureaus cracked down on that coffee 
thing. But what happened is that, where | 
an office has five people for instance, and J 
they all used to go down for coffee, now 
one goes down and brings it back and 
they drink it in the office.” 

At this point, six months after Eisen- 
hower took over, the change in Adminis § 
tration has produced little visible change 
in the capital city of Washington. 
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IVING COSTS—EVER GOING DOWN? 


They Fell for a While, but Now They‘re Up Again 


Living costs, rising again, have 
hit an all-time high. 

That's happening at a time 
when most people thought prices 
would be coming down. 

Families are having to pay 
more for food, rent, shoes, drugs, 
gasoline, many other things. 

Will prices ever come down? 
Some day, probably, but not very 
much. The 52-cent dollar, in time, 
may be worth 55, possibly 56. 


It costs more to live in America 
right now than it ever did before. In- 
stead of going down, as many hoped 
and expected, the cost of living is in a 
new rise. 

Housewives find that their allow- 
ances keep shrinking, when turned into 
groceries and car operation and rent 
and a lot of other things. It takes 
more and more dollars to keep the 
American family operating on the liv- 
ing standard to which it has become 
} accustomed. 

Another rise in living costs seems es- 
pecially strange to people just now. 
They've been reading about farmers’ 
troubles over lower prices. Newspapers 
advertise reductions on appliances and 
other things. Many a husband has the 
feeling that costs ought to be coming 
down. But his wife says it’s all an 
illusion. 

The Government's official cost-of-liv- 
ing index now offers some proof that the 
housewife may be right. 

Food, for example, went up 1.4 per 
cent in price between mid-May and 
mid-June. Fresh-fruit prices rose 8 per 
cent, vegetable prices, 10 per cent. Pork 
climbed 6 per cent. Beef and veal rose 
slightly for the first time since last Sep- 
tember. 

The mid-June level of food prices was 
almost equal to the highest mark on rec- 
ord, established in June of 1952. The 
July level is to be higher, probably at a 
new all-time high. 

A housewife who got $30 a week to 
feed her family in June, 1950, when the 
Korean war started, would need at least 
$34 now to buy the same food. If her 
family has expanded, or small children 
have grown larger, she would need 
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around $40 a week to maintain the pre- 
Korea family diet. 

Rent is higher for many families, too, 
and millions more will get rent hikes after 
July 31, when federal rent controls end 
in most places. A 10 or 20 per cent rent 
rise may hit many families in August. 
A 20 per cent hike will add $144 a year 
to the annual living cost of a family now 
paying $60 a month in rent. 

Clothing prices declined a fraction, 
one tenth of 1 per cent, between May 
and June. But shoe prices rose a_ bit. 
That hits families with growing children. 

Telephone rates were-marked up in a 
few more places. Dry-cleaning and 
laundry services became a little more 
expensive. Medical care increased in cost, 
with higher prices for drugs and dental 
services. Cigarette and beer prices rose 
another notch. 

Gasoline went up a penny or two per 
gallon in most areas, to strain family 
budgets further. Motion-picture —ad- 
missions increased a bit. 

After this new increase in living costs, 
at a time when signs seemed to point 
to a drop, many people wonder if the 
cost of living ever will come down again. 

The answer is that some consumer 
costs will drop if and when times get a 
little harder, and competition increases. 

Then, manufacturers and retailers will 
be forced to practice economies that 
will show up in the price of goods. 
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AMERICANS LIVE WELL 
. and pay well for it 


Profit margins will be pared. As the sup- 
ply of houses and apartments rises, rents 
will subside a little. That’s already hap- 
pening in some places. 

A big drop in living costs is not in 
sight, however. 

At the first sign of trouble for farmers 
the Government moved in to check price 
declines. Beef and wheat prices were 
bolstered, turned back up again, by Gov- 
ernment before the housewife 
had enjoved much benefit from the de- 
clining farm price trend. 

In the case of manufactured goods, 
wages are high and unions see that they 
stay high. A steel-wage increase just pro- 
duced another round of price increases 
on steel products. Freight costs have 
been raised over the years, as railroads 
and truckers passed along their own 
higher wages and costs. It’s not easy to 
bring down these basic costs, once they're 
established at a new level. 

Even so, a little decline in living costs 
may develop in the more distant future. 
The dollar, now a 52-cent dollar in terms 
of 1939 consumer prices, might gain back 
2 or 3 or even 4 cents over two or three 
years. That’s about the most to expect. 

Such a gain will not be much help to 
the housewife. Her family is likely to 
demand more things, raise the total 
budget’s cost, fast enough to offset any 
likely gain from any falling prices of the 
future. 
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Ike Will Find a Way to Pay the Bills 


But He‘ll Have to Scrape to Get the Money| 


The Government is caught in 
a financial squeeze. 

Before long, it will need to 
borrow more money to pay bills. 
But the Treasury already owes 
just about all the law allows. 

In the end, Mr. Eisenhower 
may have to delay paying Gov- 
ernment bills. He also may have 
to sell some assets to raise cash. 

One way or another, he'll get 
by. It’s not to be easy. 


A ceiling of 275 billion dollars, 
placed by law on the national debt, is 
embarrassing to the Republicans. Ei- 
ther the Government's finances must 
be placed in order or, at some point in 
the Eisenhower Administration, the 
ceiling will have to be raised. 

President Eisenhower probably is go- 
ing to get by in the vear ahead without 
puncturing the ceiling on national debt. 
He is going to do that by using the ex- 
pedients that any hard-pressed debtor 
uses when he runs into a_ financial 
squeeze. Payment of bills will be post- 
poned, in the expectation that the money 
to meet them will be more abundant 
later on. If that isn’t enough, some assets 
can be sold to raise cash for current 


The immediate problem is to find a 
short-term method of staying under the 
ceiling. The Treasury will be helped in 
this task by the fact that it has about 9.5 
billion dollars in cash on hand. This is 
the present cash balance, built up 
through recent borrowings that sent the 
debt as high as it is. If necessary, all of 
this cash could be used to pay expenses, 
but that would draw the Treasury's bank 
balance down to a dangerously low level. 
To be safe, the Treasury probably 
would be reluctant to spend more than 
6.5 billion of the amount now on hand. 
The Treasury also can borrow another 
2.5 billion and still keep beneath the 
ceiling, raising a total of 9 billion in 
cash. But about 11.5 billion will be 
needed at the scheduled spending rate. 

So the problem actually boils down to 
finding about 2.5 billion dollars late this 
year that will not show up in the debt. 

One obvious device is simply to tell 
Treasury Secretary George M. Hum- 
phrey to go slow in paying the Gov- 
ernment’s bills. The official view is 
that it will not be hard to postpone pay- 
ment of 2 billions or so from, say, De- 
cember until early in 1954. If that 
is done, the immediate financial prob- 
lem may be solved. Some Government 
contractors and other creditors might ob- 
ject, but they probably could borrow 
enough themselves to tide them over 
the slow-payment period. 





expenses. But it is to be a very 
tight squeeze. 

At the moment the Administra- 
tion is running deeply into the red. 
When Mr. Eisenhower took office 
the debt was 267.3 billion’ dollars. 
When the Government closed its 
books on June 30, at the end of the 
fiscal year, it was 266.1 billion. The 
debt now stands at around 272.5 
billion, not far beneath the ceiling. 

Real trouble is to arise in the 
next six to eight months. This is 
the period when the Government 
will be spending heavily and when 
revenues will be scanty. But this 
emergency will be temporary. After 
the first of next year, the Treasury 
will be getting more money from 
tax payments than it pays out in 
expenses, and the situation will 
ease. Between January and June 





Another expedient being considered 
is the exchange of Government securi- 
ties for mortgages held by the Federal | 
National Mortgage Association, a Goy- 
ernment agency. FNMA holds about 2.4 
billion dollars’ worth of guaranteed 
home mortgages. A bill is before Con. 
gress to permit these mortgages to be 
exchanged for Government bonds and 
other Treasury issues. The bonds turned 
in then would be canceled and the debt 
reduced. If an exchange of the total 
could be made—an unlikely transaction 
—the Treasury's cash worries would be 
over. 

Other Government corporations and 
business-type agencies also hold Govern- 
ment bonds as part of their assets. Alto- 
gether, these holdings amount to 2.6 bil- 
lion, but about 1.5 billion of this is held 
by the Federal Deposit Insurance Cor. § 
poration as a reserve to insure bank de- 9 
posits. So this reserve is not likely to be 9 
touched. ‘ 

Other agencies, however, such as the 
Federal Home Loan Banks and Federal 
Housing Administration, might sell their 
bonds and deposit the proceeds with the 
Treasury. The Treasury could promise to | 
repay the agencies when its tax collec- J 
tions increase. A hitch in this device is | 
that the bonds would have to be sold at § 
current market prices, which probably | 
means a loss to the agencies, since Gov- 
ernment-bond prices have declined. 

As a last resort, the Treasury 
could tap the 1 billion dollars’ J 
worth of free gold that it holds. 
This is the gold left over from the | 
“paper profit” that resulted from J 
devaluation of the dollar in the | 
first Franklin D. Roosevelt Admin- § 
istration. This gold is not needed | 
as backing for the currency and § 
could be sold to Federal Reserve 
Banks. The proceeds could be 
spent without adding to the federal 
debt. Such a step probably would 
run into objections that the Treas- 
ury is selling a solid asset to meet 
current expenses. 

Finally, if the situation gets des- 
perate, President Eisenhower has 
power to stop the Government 
from spending any sums appropti- 
ated by Congress until Congress 
takes steps to raise the money. 

Mr. Eisenhower thus is seen to 








of 1954 the Treasury will be able 
to pay back bills and perhaps to 
retire some debt. 
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—Crockett in the Washington Evening Star 


HE'S WELL IN THE LEAD 
. . . but slowing down 


have a number of devices that he 
can use to avoid temporary finan- 
_ cial embarrassment. Chances are 
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Why the Debt 
Isa 
New Worry 


Source: Treasury Dept. 


that he can wind up the fiscal vear that 
ends June 30, 1954, with the debt no 
higher than it is now. 

But this process cannot go on forever. 
Bills have to be paid someday. Assets, 
if sold, eventually will run out. The only 
long-run answer to staying under the 
ceiling is to balance the budget. 

A balanced budget, however, is 
proving hard to achieve. The chart on this 
page shows that the national debt, ex- 
cept for a couple of interruptions, has 
been in a rising trend since 1914. Be- 
fore World War I began, the Govern- 
ment owed a trifling 1.2 billion dollars. 
When that war ended, the national debt 
stood at 25.5 billion. Between that time 
and the advent of the New Deal, the 
Government managed to reduce the 
debt to 19.5 billion. 

With the New Deal came unbalanced 
budgets and rising debt. By the time of 
Pearl Harbor, the debt had climbed to 
55 billion dollars. During World War II 
borrowing skyrocketed, and when _ hos- 
tilities ended the Government owed a 
whopping 279 billion. The Truman 
Administration managed to cut down the 
debt a bit, chiefly because the Treasury 
borrowed more than was needed in the 
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last vear of the war. But with Korea came 
still more debt. 

It is this long trend of red-ink book- 
keeping that prompts the present Ad- 
ministration to insist that the country’s 
finances must be put in order. 

But the task is not an easy one. If Mr. 
Eisenhower wants to keep under the 
275-billion-dollar ceiling beyond June 
30, 1954, he must bring income and out- 
go into balance. That means a sharp cut 
in spending, or an increase in taxes, or 
both. 

If the ceiling is reached, and not 
raised, it would mean that the Govern- 
ment would have to keep expenses with- 
in current income. The Treasury would 
be prevented from borrowing money to 
meet all kinds of obligations, such as 
cashing in savings bonds, paying civil 
servants or men in uniform, paying off 
contractors, or buying supplies. The Gov- 
ernment, with a ceiling on its debts, 
would be in the position of a business- 
man who could not get credit to build 
inventories or make improvements, or a 
householder who could not borrow to buy 
an automobile or a television set. 

The prospect is, however, that the 
debt ceiling will have to be raised some- 
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time during 1954. The debt will ap- 
proach the ceiling in any event, and Con- 
gress is not likely to put a firm stop to all 
future Government borrowing. 

A higher ceiling, furthermore, will not 
mean that the Government is headed for 
bankruptcy. The ceiling was put at 300 
billion dollars during World War II and 
the debt actually reached 279 billion 
shortly after the end of that war. The 
lower ceiling was imposed after the Tru- 
man Administration succeeded in bring- 
ing the debt to a point that seemed com- 
fortably below 275 billion. 

Mr. Eisenhower doubtless will want 
more leeway than he has now to expand 
the Government’s credit if the need 
arises. However, the existence of the 
ceiling at this time forces both Congress 
and the Administration to take a close 
look at the Government’s spending pro- 
gram and the state of Government fi- 
nances. The ceiling very probably will 
force the Administration to draw up a 
very tight budget for submission to Con- 
gress next January. 

The existence of the ceiling indicates 
further that the President’s worst fi- 
nancial troubles probably are ahead of 
him. 
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Make your debut on the new 
RCA Push-Button Tape Recorder 


A push of a button—and you're on! 


The new RCA Tape Recorder 
proves it: yours is without question 
the greatest theatrical family of all 
time. Well, better than the Talbots 
next door, anyway. 

There are countless hours of en- 
tertainment and years of precious 
memories built into this electronic 
wonder—the finest portable tape re- 
corder made. And it has its practical 
side, too. 


Youre funnier than Berle... better than Pinza! 


You can tape your favorite radio 
programs and the sound portions of 
top TV shows. Your children can use 
the recorder to polish up on piano 
lessons—and there’s no better way 
for you to rehearse important busi- 
ness talks and speeches. You can 
keep your recordings forever—strong 
and clear. Or erase them on the 
spot. 


But mainly this versatile recorder 
will be the sound and voice of your 
family. Birthday parties, holiday 
gatherings, weddings — captured for 
a lifetime on tape! 





The RCA emblem is your assurance 
of perfect tonal clarity, of top opera- 
tional ease, and of many, many years 
of dependable wear. 

Another great RCA achievement. 
Another mission accomplished in 
RCA’s never-ending program of 
bringing the very best in sound and 
entertainment into the home. 


First the RCA Victor phonograph, 
then RCA Victor radio, and RCA 
Victor television. Today the new 
RCA Push-Button Tape Recorder. 
And there are many tomorrows now 
in the RCA “workshop,” too! 





*RabDIo CORPORATION OF AMERICA 





World leader in radio — first in television 


































































Worldgram 


FROM THE CAPITALS OF THE WORLD 


BERLIN....LONDON...- 


>> Just to keep the latest Soviet maneuvers in perspective..... 

Soviet leaders are bargaining from weakness, not from strength. 

High-level purges sap Soviet strength at the top. A murderous struggle for 
power adds no strength to a nation while the fight is going on. This one is 
still going on. The Army, rather than Malenkov may wind up on top. 

Satellite riots are a sign of weakness. True, Soviet tanks can put down 
the riots. But they can't grow food or win reliable converts to Communism. 

Concessions=--promises of easier living inside Russia, diplomatic gestures 
to Israel, Turkey, Greece, trade bids to the West--may be a trap, but they also 
show weakness. A strong Russia wouldn't need to make them. 

Without Stalin, the Soviet Union is not as strong as it was. ‘ 

This is the meaning of the news these days from Moscow. 

















>> BERLIN: The East German revolt is going into its second month. 

Soviet tanks have slowed it down but not wiped it out. A policy of police 
terror, openly announced by East German Communists, is designed to remove all 
possibility of further trouble, but it hasn't done so yet. Instead, something 
like a new revolutionary spirit is showing up among East German workers. 








>> Incidents like these keep on happening in Communist-run East Germany: 
Strikes have broken out again in Hennigsdorf plants, near Berlin. 
New strikes are reported in the steel industry and in the hydrogen plant 
near Wittenberg. Another slowdown is under way among coal miners at Oelsnitz. 
In a sitdown strike at the Buna and Leuna works near Halle, the workers 
have driven out Communist police by turning the hose on them. 











Uranium miners in Saxony, near the Czech border, have rioted in protest at 
the imprisonment of 1,200 of their comrades arrested June 17. The paramilitary 
police had to rush in to fight the miners, and arrest another 200 of them. 

Protest meetings have been organized by workers in Goerlitz, Erfurt, Gotha 
and Eisenach to protest at Moscow's refusal to let the U.S. ship in food. 

Secret committees of workers have been established in key plants in Saxony. 
The committees keep in touch with each other and plan concerted action. 











>> Arrests are running high in East Germany as the police terror spreads. 
But workers in jail can't produce much for Soviet Russia. In time, Moscow 
may have to halt the arrests if it wants East German goods. 


>> There is this further by-product of the East German revolt: 
Russians are replacing East Germans in the forces patrolling the borders of 
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WORLDGRAM-- (Continued) 





East Germany. East German police are not considered reliable enough for this 
important job. Soviet troops are therefore taking over. 

The border patrol, an East German paramilitary outfit, is apparently on the 
way out altogether. Some 10,000 men are being dismissed now, and 30,000 are 
Slated for dismissal later this year. That leaves very few to form the nucleus 


‘of a Communist East German Army. Moscow no longer trusts Germans that far. 








DRE ERSTE Na ASSENT 


>> The Allies are going to have to take another look at West Berlin. It's sag- 
ging under the economic burden, no longer a shining example for East Germans. 4 

Shops can't pay their bills. Sales have dropped with a decline in visitors 
from the West and a Communist-imposed embargo hampering East Berliners. 

Unemployment is again high. One of every four persons in the working force 
is now out of a job. A drop in orders from West Germany has hit some plants, 
forced them to lay off workers--over 1,200 in one machine-tool factory. 

Aid from Bonn at rate of 300 million dollars a year helps to provide relief 
but doesn't solve unemployment problem. Aid from U.S., in the form of a new be 
grant of 50 million dollars, is mainly for long-term purposes. What's lacking 5 th 
is a way to provide more jobs for West Berliners now. so 

A reconstruction campaign, to cost 57 million dollars the first year and p 
give jobs to 54,000 is under discussion. But so far it's only on paper. 




















>> This is how Mayor Ernst Reuter of West Berlin sees the problem: A free 
West Berlin is worth 10 divisions to the Allies, in terms of morale among 
Germans. If West Berlin is to be the magnet attracting East Germans, how- 
ever, it needs to be in good economic shape, with jobs for all. Jobs can 
be provided, Reuter is sure, for less than it costs to equip 10 divisions. 


aR ena i ee 


>> LONDON: The British are in a hurry to talk with the Russians, preferably at 
the Churchill-Eisenhower-Malenkov level, and suspect that the U.S. is hanging 
back, may even be trying to avoid any talks with Moscow at all. 

Churchill's original idea of high-level talks, wide open, that is, is still 
preferred in Britain. The Dulles plan for a foreign ministers' session has won 
little support in Britain, even if Britain's Foreign Office did approve it. 

As a result: The U.S., rather than Russia, is blamed for putting obstacles 
in the way of a Big Four conference. U.S. leadership is again under fire. 



























It's open season for pot shots at Uncle Sam among British trade unions. 
This being resolution time, preparing for the Labor Party conference..... 
One left-wing union urges withdrawal of all American forces from Britain. 
Another advocates more trade with Russia and Communist China. Another warns 
that Britain is "fast becoming a satellite of America." 
Chances are none of these will win approval at the Labor Party meeting in 
September. But they do locate such anti-Americanism as there is in Britain. 
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>> Communists are behind many of these anti-American resolutions. Communists 
control only two or three British unions, but are active in nearly all. 
According to a Communist leader's boast.....Hard-working Communists, busy 
in 45 unions, can claim credit for these resolutions: 34 demanding wage boosts, 
15 protesting U.S. embargo on East-West trade, 17 urging that British conscripts 
serve only one year, 4 warning against any arming of West Germany or Japan. 
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‘BIG RED 1’: MIGHT ON WHEELS 


Wiirzburg—With Congress voting more 
billions for defense, U.S. taxpayers may 
be wondering what they're getting for 
their money. And why defense costs so 
much. Wiirzburg, Germany, headquarters 
of the U.S. First Division, is a good 
place to find out. Here is where the U. S. 
arms effort pays off—or doesn't. 

Only a few miles from Wiirzburg, 
across wooded fields, Soviet forces are 
massed among the ridges of Thuringia. 
If they thrust westward, it is the “Fight- 
a ing First” that will take and deliver the 
) first bloody blows of World War III. On 
a front more than 70 miles wide, the 
First is all that stands between the Rus- 
sians and the Rhine. But that is a lot. 

; A U.S. Army division is one of the 
mightiest mechanisms for organized may- 
hem that has been developed in the his- 
tory of warfare. It is a mechanism so 
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WATCHFUL GENERAL LANHAM (LEFT) OF THE 
. where risk is high, so is incentive to economize 


mighty and so expensive that the richest 
nation in the world can afford only 20 
of them. 

The First Division, one of six in Ger- 
many, is many things. 


It is 20,000 highly trained, combat- | 


ready troops, one in three a battle vet- 
eran, as is the Division’s commander, 
Maj. Gen. Charles T. Lanham. 

It is a self-contained army that carries 
within its own organic structure every- 
thing needed for modern combat except 
air support—its own armor, artillery, 
antiaircraft units, engineers, communi- 
cations, ordnance-repair shops. 

It is an “infantry” Division that has 
more medium tanks—brand-new monster 
50-ton M-47s—than the Nazi Panzer divi- 
sions that fought against Russia in World 
War II. 

(Continued on page 30) 






—Defense Dept. 


‘FIGHTING FIRST’ 





-The man in the 


mink bathrobe 








You dream youre a millionaire, the play- 
boy of 2 continents. You sleep in the 
world’s largest bed, known far and wide 
as “Blissful Acres.” 


You wake up. A valet eases you into 
your mink bathrobe. Then you lie back 
while your personal barber gently shaves 
you to chamber music. End of dream. 

Grim reality: You're merely success- 
ful—well-paid, but making shift without 
even a valet. 

And yet you can enjoy a luxury shave. 
Just select the blade of bright fine Swed- 
ish steel, that true and tempered flash of 
light . . . a SILVER STAR. 

Feel it glide across your face like a 
cool, clean breeze. Made by the exclu- 
sive Duridium Process, it starts out keen- 
er and holds both edges longer. 

Consider now the fact that 2 out of 
3 men who prefer double-edge siLver 
STARS are successful men who could 
afford any blade at any price. 

Try it, won't you? Tell your wife or 
secretary to pick up a pack of finer SILVER 
star blades today...and dream your 
bristles away. (20 blade dispenser, 98¢ ) 
American Safety Razor Corporation. 


PRECISION PRODUCTS. 

















Sunoco Way Lubricant Stops Jumpy Table’ 


HOW 10 END 


DAMAGED WAYS, 
PRODUCTION LOSSES 


Tool chatter and jumpy table 
are machining headaches. Too 
often they cause poor surface 
finish, failure to hold tolerances, 
production losses. 





Tool chatter is a result of a 
lack of rigidity in either the 
machine or the set-up. It is a 
mechanical problem and no lu- 
bricant can lick it. 








Jumpy table is a stick . . . slip 

. stick ...slip action of 
the table and is a lubrication 
problem. Though just as dam- 
aging as tool chatter, it is not 
always detected when the cause 
of poor surface finishes. 








Extreme Magnification 


Sunoco Way Lubricant cures 
jumpy table. It contains special 
compounds that form a film, 
like the nap of a rug, on the 
sliding surfaces and minimize 
the force of both static and 
kinetic friction. 


Why take a chance of damaging your ways? These integral 
parts of the base casting for your machine are difficult to 
refinish and costly to replace. For more information about 
Sunoco Way Lubricant, call your nearest Sun office or write 
Sun Or Company, Philadelphia 3, Pa., Dept. US-7. 


INDUSTRIAL PRODUCTS DEPARTMENT 
SUN OIL COMPANY 


PHILADELPHIA 3, PA. + SUN OIL COMPANY LTD., TORONTO & MONTREAL 
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WURZBURG 


(Continued) 
The “Big Red 1” is deadly, mobile 


firepower incarnate. Its destructive pow- 
er is unmatched by a division of any 
other army in the world. Every may 
in the First, in effect, is a two-gun soldier. J 
The Division is equipped with 37,938 
“small” arms, ranging from pistols to 
two-man recoilless rifles that fire 3-inch 
shells. Its heavier weapons include 295 
artillery pieces, from tank-mounted 90. 
mm. guns to huge 155-mm. howitzers. 

But, as much as anything clse—and | 
this is where the taxpayer comes in-tie 
First Division is a giant business enter. 
prise. It is an enterprise so large that in 
capital plant, employment and annual 
dollar turnover it is exceeded by only 
the biggest of American corporations, — 

This big business has a capital invest- 
ment of 140 million dollars. It employs 
20,000 men. Its turnover, counting all 
maintenance expenditures, is 96 million 
dollars a year. 

The First Division, with a vehicle for 
every five soldiers, operates more trucks 
than some of the world’s biggest road- 
transport companies. It runs more radio 
transmitters—almost 1,800—than the big- 
gest communications companies in the 
U.S. 

The Division’s engineers carry 10) | 
bridges in stock., To keep in training, 
they build (and tear down) at least 40 | 
bridges a year, more than most State 
highway departments. 

They operate more bulldozers, graders, f 
cranes, air compressors and power shovels 
than most large construction companies. 
They maintain enough electric genera- 
tors and water pumps to supply a small 
city. 

The Division’s signal company, for 
this summer’s maneuvers alone, is stock: 
ing 8,000 batteries. In a single training 
exercise, lasting only three days, it has 
strung more than 1,000 miles of tele- 
phone wire. 

The ordnance battalion runs a series 
of shops that can repair anything from 
a wrist watch to a 50-ton tank. More 
than 160 tons of repair parts for guns, 
vehicles and instruments flow in and out 
of its mobile warehouses monthly. The | 
truck-mounted “warehouses” stock 11,000 
different spare parts and 4,000 varieties | 
of tools. 

Few restaurants or factory canteens in 
the world serve more than the 60,000 
meals put on daily by the First Division \ 
kitchens. Few clothing stores carry big- | 
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er stocks of shirts, socks, trousers, un- 
derwear and shoes than the First’s quar- 
termaster. 

All this would be staggering enough 
if installed in permanent buildings. But 
everything the First owns is mounted on 
wheels, or can be packed in a gassed-up 
truck and put on the road within two 
hours of an alert. 

Every time the Division moves 100 
miles in maneuvers, its vehicles consume 
90,000 gallons of gasoline, 7,600 quarts 
of oil, 6,000 pounds of gear lubricant, 
and 6,000 pounds of grease. 

It costs 5 million dollars a year just to 
maintain the hardware in the Division’s 
50-million-dollar armored establishment. 
Though ammunition is tightly rationed, 
the Division’s artillery shoots 5 million 
dollars’ worth of ammunition a year in 
training. It would use over 60 million’s 
worth in a wartime year. 

Any taxpayer horrified by the ex- 
pense of modern military power, U.S. 
style, can console himself with the 
knowledge that a fellow taxpayer in 
Wiirzburg is still more horrified. That 
taxpayer is the First Division’s command- 
er, General Lanham, who is held person- 
ally responsible for every item entrusted 
to his Division’s use. 

The last time General Lanham served 
with a division was when he fought his 
way from Normandy into Germany in 
World War II as a regimental command- 
er, then as assistant division commander. 
Money meant nothing then. And, in the 
meantime, prices have soared. 

A division commander today, accord- 
ing to General Lanham, feels like a har- 
ried corporation manager surrounded by 
cost accountants. General Lanham 
presses vigorously the Army’s drive for 
“cost consciousness” by those who handle 
its expensive matériel. 

Every weapon and vehicle in the First 
Division has a price tag pasted on it. On 
a rifle-company exercise, I bent over a 
two-man team operating a 30-caliber 
machine gun. Pasted on the side was a 
tab that said: “Price: $538.” 

As I drove a clanking M-47 tank down 
a maneuver field, marveling at the tech- 
nical genius that made 50 tons of steel 
easier to manage than a small car, the 
tank commander roared into my ear: 
“Some baby, eh? Costs $302,000.” 

On one unit’s bulletin board, there is 
a photo of a smashed jeep, wrecked 
through the carelessness of a GI driver. 
The caption points out that the driver 
is still paying for it, in installments. It 
adds: “Cost: $2,162. Can you afford it?” 

The same question occurs to any 
American when he gets a chance to see 
what one division on “cold war’ patrol 
in Germany costs the U.S.: “Can we 
afford to do this?” 

“I've only found one answer to that 
question,” says General Lanham. “And 
that’s another question: Can we afford 
not to?” 
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=with THE POSTMASTER GENERAL= 
Arthur E. Summerfield 


BETTER MAIL SERVICE? 





EDITOR’S NOTE: Must the postal service go in 
the red 700 million dollars a year? Will letter de- 
livery always take as long as now? What modern 
ways are being used and being planned to carry 
the mail more quickly and cheaply? 

Will parking be made easier at post offices? 
Will you be able to sit in your automobile in 
any town and drop a letter in the mailbox? 

For answers to these and other questions about 
the future of the mails, editors of U. S. News & 
World Report interviewed Postmaster General 
Arthur E. Summerfield in their conference room. 





| 





ARTHUR E. SUMMERFIELD, 54, is a businessman 
who turned to politics and public service. He took 
time out from his big auto agency in 1940 to or- 
ganize Michigan successfully for Willkie, stayed 
with the party as a top-rank fund raiser. 

In 1952, Mr. Summerfield was a prime mover 
in swinging the Republican Convention to Eisen- 
hower. Thereafter he became National Chairman. 

He broke tradition by resigning his party post 
when he became Postmaster General. In that job 
he has surrounded himself with leading experts 
on transportation and management. 





Q President Eisenhower directed the Post Office 
Department to improve the mail service. What have 
you done about it, General Summerfield? 

A I’m glad you’ve asked me that. We’ve done a 
great deal. You know, people don’t often notice im- 
provements in mail service, they just notice the things 
that go wrong. But, we’ve been getting a lot of mail 
lately from satisfied patrons who have been happy 
with the better service they’ve been getting. Here are 
some of the things we’ve done— 

We have instituted new collection service in 212 
American cities which will prevent delay through 
mail lying unnecessarily idle in boxes overnight, 
waiting to be picked up the next morning. This 
affects millions of letters every day, which now 
arrive at their destination at least 24 hours earlier 
than they would have arrived. We have also extended 
our window-service hours over the country wherever 
possible to accommodate late customers who had 
difficulty getting to the post office before closing. 
We have improved parking facilities near post offices, 
and we are trying out improved curb-side mailboxes 
so you can mail a letter without getting out of your 
car. 

Q What about service in the rural areas? 

A As you know, there are millions of people in this 
country, living in rural areas, who have no mail- 
delivery service. We have been attacking that problem 
by extending, consolidating and substituting rural 
routes for inadequate and outmoded post offices. We 
have also, through installing more modern techniques, 
reduced the amount of misdirected mail considerably. 

Q Any improvements on the transportation side? 
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A Since better mail service depends, to a great ex- 
tent, on better transportation and distribution of the 
mail, we have worked hard in those areas. We have 
already put in 106 new short-haul truck routes to 
speed up our service appreciably. 

We have been negotiating with railroads so that 
schedules are being altered to get the mail to terminals 
in time to make an earlier delivery. We have expedited 
delivery through establishment of some additional 
highway post offices. ; 

We have been utilizing commercial passenger busses 
for the transportation of preferential mail. We have 
expanded the practice of sorting mail en route on mail 
cars instead of allowing it to remain unsorted until 
it reaches a post office. When this is possible, it saves 
a great deal of time. 

We have facilitated the movement through the cus- 
toms of parcels from our troops overseas so that they 
are now arriving at American homes quicker. We are 
also expediting the movement of foreign mail through 
better routing. We have been substituting bulk weigh- 
ing of air mail instead of weighing each piece individu- 
ally. This eliminates bookkeeping, reduces handling, 
and gets the mail on the planes faster. By the same 
token, we have increased the practice of allowing air 
lines to transfer mail on the ramp, rather than trans- 
porting it to post offices for such transfers. This gets it 
on earlier planes. All these things have been done and 
each of them is resulting in better service for our 
patrons. We realize, of course, that we have a long way 
still to go in improving service. I might add that all 
this has been done at practically no added cost to 
the taxpayer. 
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Q What plans have you for future 
improvements? 

A Our major and_ continuing 
problem is to condense the time be- 
tween mailing a letter and its arrival 
at its destination. This means elim- 
ination of delay and an unnecessary 
accumulation of mail. We are in the 
midst of a thorough study of sched- 
ules and routes so as to make certain 
that the mails are traveling by the 
quickest possible methods. We are 
negotiating with railroads to change 
their schedules so as to facilitate bet- 
ter movement of mails. We are plan- 
ning a far more extensive utilization 
of motor transportation. This includes highway post 
offices, extension of star-route service and the use 


of common carriers, with regular and frequent sched- - 


ules, to carry the mail in addition to the other items 
that they customarily carry. We are also going to 
capitalize on our expanding highway system through 
afar greater employment of commercial passenger bus 
lines for the carrying of the mails. We are planning, in 
the future, to build substations in less congested areas 
so that the mail can by-pass downtown traffic. After 
all, it’s obvious that mail on a truck stranded in a 
traffic jam isn’t going anywhere. By building in less 
congested areas we can avoid such situations. We are 
planning modern facilities, when we are ready to enter 
into a building program. This will not only provide 
adequate tail-gate space for trucks and adequate rail- 
siding facilities and other technical items, but it will 
also include features for the patron, such as drive-in 
service and adequate parking facilities. 

Q Couldn't a “spread the mailing’ idea help? 

A We are working with the larger users of first- 
class mail—business concerns, department stores and 
the like—to get them to spread their mailings through- 
cut the hours of the day and over the days of the 
month so as to reduce peak loads and thus not swamp 
the post offices so that schedules are missed. We are 
aiming at conversion of isolated highway post-office 
routes to contract operations and eliminate our main- 
tenance difficulties and thus achieve greater regularity 
of service. We are investigating the possibility of 
transporting mail trailers on flatcars so as to eliminate 
the necessity of extra handling at the point of depar- 
ture and the point of arrival. We are planning to ex- 
periment with the use of fast freight service for bulk 
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mail between key terminals in the 
hope of improving transportation of 
the mail. We also are planning to 
use containers instead of mail sacks 
for the bulk mail in areas where this 
is practical. This will eliminate extra 
handlings. As you can see, the prob- 
lem is a complex one. 

Q How big an institution did you 
find the Post Office to be? 

A We employ about 525,000 
people. 

Q What are your total costs in a 
year? 

A Two billion, eight hundred mil- 
lion dollars. A 

Q General Motors surpasses that, doesn’t it? 

A They sell products—we sell service. 

Q What’s your income? 

A Two billion, one hundred fifty million dollars. 
And remember, we’re handling 50 billion pieces of 
mail a year. It might interest you to know that the 
average piece of first-class mail is handled not less 
than 11 times on its journey from writer to recipient. 

Q Can you cut that down? 

A I think, with some of the new ideas for efficiency 
we’re working on, we undoubtedly will be able to 
reduce the number of actual handlings of mail. 

Q When you came in, though, you found that 
services had been cut by the previous Administra- 
tion. Have you been able to restore any of those 
services? 

A We have made some very substantial improve- 
ments. Incidentally, there has been a great deal of 
conversation about the restoration of a second delivery 
a day. Well, a quick survey indicated that would 
cost us 80 million dollars a year to restore. So we 
carefully analyzed the complaints from around the 
country to determine whether or not two deliveries 
were as necessary as some had indicated. We did not 
find sufficient demand for this on the part of the 
public. The public was far more interested in getting 
the mail delivered from Point A to Point B as quickly 
as possible. 

Q And that involved a later pickup? 

A That’s right. We found that, in order to improve 
service, the matter of collection is of first importance, 
and the matter of transportation is of almost equal 
importance. Handling is also of major importance. 
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The matter of delivery was only one of these four 
factors. In the meanwhile we have maintained a con- 
stant survey of complaints about deliveries to see if 
those complaints are justified. 

Q Have you ordered more service? 

A Yes, in some cases, where population shifts have 
increased the business character of a neighborhood 
and made a second delivery advisable. As regards col- 
lections, we adopted a pilot operation plan. We 
selected the city of Washington to try out a program 
of later collections. We soon found we were able to 
deliver 80,000 letters a day 24 hours earlier than we 
could under the old schedules. We are now extending 
this improvement to 212 other American cities. Mil- 
lions of letters are being affected every day. And all 
this is being done at very slight additional cost. We 
did it principally by improving efficiency in mail 
handling, staggering the hours— 

Q And the late pickup? 

A Yes. Our purpose was outlined by the President 
in his state of the union message last February when 
he told Congress that the Post Office Department 
would develop a program for improving the service 
and decreasing the deficit. Those are his objectives. 
They are our objectives. We have been working con- 
stantly on them. 

Q Haven’t you had many letters on the lack of 
directory service, where before if a letter was mis- 
addressed you would look it up and send it to the 
correct address? Why was that cut off? 

A I'll tell you why. That was one of the first things 
called to our attention and we found that during the 
last few years in which the Department had been 
using the directory service they were getting only 
about 3 per cent result. That is, out of every hundred 
letters involved they were able to determine the proper 
address for only about three of them. It was found 
that various types of businesses—such as some bill- 
collecting agencies—were using the Post Office as a 
kind of public detective agency, to find customers they 
had lost track of. 


Why Rates Are Raised 

Q Well, then, there are complaints about the service 
and you come along and ask for higher rates: Isn't 
that what is in the minds of the people? Aren't you 
running into that in Congress? 

A To a certain extent. 

Q What is the answer to that situation? 

A Well, of course, we can’t iron out all the difficul- 
ties overnight. Meanwhile, it is an unconscionable 
situation to let the Post Office Department continue 
to lose nearly three quarters of a billion dollars of the 
taxpayers’ money each year. 

Q But isn’t the postal “deficit” a normal thing? 

A Nobody could honestly call a 2-million-dollar-a- 
day loss normal. I see no reason why the Post Office 
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Department should continue to be run on a basis § 
where we expect it to lose a great deal of money. After 
all, we’re a combination of a business and a service. } 


We’re the one Department that does sell a service— 


Q And there should be a reasonable charge for that 


service? 


A That’s correct. The cost should be spread, as } 


much as possible, among the users of the mail. 

Q But you don’t propose to wipe out the deficit 
entirely ? 

A Our objective is to make the Department as self- 
sustaining as practicable. 

Q You'd like it not to have a deficit, of course? 

A Yes, and I’m sure there isn’t anyone in the coun- 
try who wouldn’t like to have it run on a pay-as-you- 
go basis. However, we have no intention of turning 
the Department into a profit-producing agency. 


152-Million-Dollar Saving 


Q Do you feel you could remove the entire deficit 
by economies, by cutting expenses? Is that a feasible 
approach? 

A I call your attention to the fact that we did 
reduce our request for appropriations by 152 million 
dollars under the estimate submitted by my predeces- 
sor. 

Q Covering the same work? 

A We have extended and improved our service, de- 
spite the fact that we have to operate with 152 million 
dollars less. 

Q Where did you make that saving? That is a re- 
markable saving— 

A I can give you an example of the sort of thing 
we’ve done. In our Washington headquarters—it al- 
ways being a good idea to start at home—we shall 
save upwards to a million dollars a year without any 
decrease in efficiency. 

Q Have you reduced your working force? 

A Yes. We reorganized it. You see, the four bureaus 
of the Department had been set up on the assumption 
that they all needed an equal and identical overhead 
supervisory setup. Well, there isn’t any comparison in 
the operations of one bureau as against another. We 
just don’t need as many overhead people in, for in- 
stance, the bureau of finance as we need in the bureau 
of operations. We are putting good people in key jobs 
and giving them authority, and each bureau will have 
the staff it needs to do its job. 

Q Did you close down some post offices, too? 

A Yes. That’s part of our program. 

Q How many of them? 

A We have about 300 fewer offices now than we had 
a year ago. I might add that in every case we closed 
an office we supplanted it with more modern service. 

Q Haven't you had a merger program in the rural 
areas? What percentage of the rural post offices would 
you close eventually? 
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A I can’t give you an accurate answer. A study is 
being made, State by State, county by county. That’s 
part of a long-range program that will save us a con- 
siderable amount of money. 

Q Through consolidations? 

A Through consolidations and eliminations and 
substitution of rural delivery or carrier routes for 
rural post offices. You see, as the country grew, post 
offices were set up everywhere, in the mountains, for 
instance, or where there were no highways and no 
transportation facilities. Conditions, however, have 
*changed— 

Q So one man can cover a greater route now? 

A That is correct. 

Q And you will need fewer post offices, too? 

A Oh, yes. 

Q How does this affect the service to your rural 
customer? 

A In practically every instance it has improved it. 
For example, if you were living in an area in which 
you had to walk down the road several miles to get to 
a little post office, you would now have a mail box 
right near your front door. 

Q What about mailing stuff yourself? Don’t you 
still have to go to the post office? 

A You can mail letters and packages, buy stamps 
and money orders—anything you want—from your 
rural carrier. 

Q Doesn't every highway have its rural boxes? 

A As I was explaining a moment .ago, there were 
many little post offices that were antiquated. They had 
outlived their real usefulness. We had one instance 
where the only people being served by the post office 
were the postmaster and his family. 


Conditions Summerfield Found 

Q Could you give a sort of broad, over-all view of 
the major faults that you have found in the Depart- 
ment and what needs to be done? 

A I don’t want to be too critical. I want to give you, 
in all fairness, a picture of what we found. Modern 
management procedures, which any businessman 
would follow, apparently hadn’t been followed for 
many years. It seems no one had taken the time to 
prepare a comprehensive program and to attempt to 
improve the postal operation in all parts of the coun- 
try. Thus, we found no area of operation in the postal 
establishment that wasn’t sadly in need of improve- 
ment and change. 

Q Did they have modern equipment? Were they 
using business machines at all? 

A The lack of modern equipment, particularly in 
the post offices, was amazing. There isn’t a single area 
of the Department where we haven’t found room for 
improvement. 

Q The load has increased, hasn't it? 

A It has increased 94 per cent in the last 15 years. 
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Also, there has been an increase of 51 per cent in the 
per capita use of the mails in that same period. 

Q These improved services that you are trying to 
get, to what extent are they conditioned upon your 
increase in rates? In other words, can you go ahead 
with your improvement program with or without the 
increased rates? What does the user get out of this 
increased rate? 

A We are going ahead with our program of im- 
provement and will continue within our limited budg- 
et. All users of the mail will get much-improved service 
together with a nearly balanced budget so necessary 
to all taxpayers. Further, I’ll point this out to you: 
We are operating with practically the same facilities 
that we had in 1938. The Government has not built a 
post office since that time. There have been a few post 
offices built by private capital and leased to the De- 
partment. The facilities are just about breaking out at 
the seams all over the country. 


The Need for Buildings 


Q There have been no capital improvements? 

A No capital improvements and no plans for pro- 
viding them. There has been no standardization of 
building plans. We intend to provide a standard type 
of building for the various-sized communities. 

Q Has anybody ever figured the value of your pres- 
ent plant? 

A It’s far in excess of a billion dollars. 

Q So you think there is a need of about how much 
construction? 

A That I could not answer accurately right now. 
Another one of the things we are about ready to start 
on now is the decentralization of management, where- 
in we’re going to have management closer to our actual 
operations. 

This was part of the original recommendation of 
the Hoover Commission. We’re going to take some 
management and put it into the field where the 
business is actually done, where people are, where 
things are happening, rather than keep on trying to 
run this vast establishment from one desk in Wash- 
ington, D. C. 

Q You don’t have any plans to build a string of new 
post offices around the country? 

A No. At this time we are not ready. This increase 
in facilities is being studied by men who are experts, 
who have created plans for modern buildings. 

Q Can you tell briefly just what the postage in- 
creases will be, what each type of mail is paying now 
and what it will be required to pay? A person, for in- 
stance, now pays 3 cents to mail a letter. Do you pro- 
pose he pay 4? 

A We propose that the nonlocal first-class mail be 
increased from 3 cents to 4 for the first ounce only. 
Local letters will remain the same. 
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Q Post cards would remain at 2 cents? 

A The same. And air mail would increase from 6 to 
7 cents per ounce. 

Q When the Post Office Department raised the 
rates on post cards from 1 cent to 2 cents, did the 
revenues double? 

A They weren’t doubled, but they went up about 
19 million dollars. That’s an increase in revenue of 
around 43 per cent. In 1951, more than 43% billion 
post cards and postal cards were mailed in this coun- 
try. During 1952, the first year after the increase in 
rates, the volume of post cards handled in first-class 
mail went down 29 per cent. You know, post cards are 
used primarily by commercial houses for advertising 
purposes. The decrease in volume of post cards sent 
by first-class mail does not necessarily indicate that 
fewer pieces of mail were sent. An increase in third- 
class mail during 1952 of more than a billion pieces 
indicates that many businesses sent their post-card 
mailings by third-class mail at the bulk rate of 174 
cents apiece. Or, again, some businesses may have 
used first-class letters instead of post cards. 

Q What about the rates on second class? 

A We have asked for an increase on publishers’ 
second class amounting to only 9 per cent of the loss 
sustained during the last audited fiscal year. We sus- 
tained a loss of approximately 240 million dollars in 
the handling of magazines and newspapers. We’re 
asking for a rate increase of approximately 20 million 
dollars. : 

Q Is that over and above the increases called for 
under existing law? 

A No. Only about 15 million dollars of that would 
be an additional increase. There is an increase of 10 
per cent that will be effective as of April 1, 1954. That 
is included in our present recommendation. Now, the 
reason for us not requesting a larger increase in pub- 
lishers’ second-class mail is that the publishing indus- 
try, through the years, has geared its operations to a 
less-than-cost delivery by mail. We felt that in fair- 
ness, since the Government itself has been almost as 
responsible as the second-class users for having that 
condition continue, year in and year out, the increases 
we now seek are as great as we should ask at this time. 


How Much Increase for Papers? 

Q You are now talking about the handling and de- 
livery of newspapers and magazines and so forth? 

A Yes. 

Q And you propose gradually to increase further 
those rates until you wipe out the deficit in that class? 

A Not necessarily, because there are some other 
things that you have to consider. There are certain 
educational values to the public that receives second- 
class mail that in all probability should be considered 
to some extent. But we think it is much sounder for us 
to arrive at a reasonable share of the cost of the han- 
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dling of that mail, having the users carry their fair 
share of that cost, whatever it may be, and then any- 
thing in addition to that should be considered as a 
special service, and so identified. 

Q Would you cover that loss in picking it up in 
other mail services with a higher cost? 

A Only to a degree, as indicated by our request for 
this increase of 1 penny on the out-of-town, first-class 
mail. By including local letters in this increase of 1 
cent we would have added 73 million dollars more to 
our revenue. 

Q Then you are not proposing one type of mail to 
subsidize another? 

A No. Of course, there are many factors to be con- 
sidered there, but any charges should be in relation 
to the service rendered to that particular class of mail 

We must have in the back of our mind that, after 
all, the postal establishment is a service provided by 
the Government. 

Q But doesn’t first-class mail already pay. more 
than its way? 

A Local first class pays its own way. We’re not ask- 
ing for an increase there. Nonlocal first class, weigh- 
ing less than one ounce, does not pay its way. So we 
are asking for 1 penny more on the first ounce of 
nonlocal first-class mail. 


‘Below Cost’ Rates 

Q What exactly is the loss or deficit for second- 
class mail? 

A There is a below-cost rate resulting in a loss of 
about 240 million dollars a year. 

Q Wasn't an original idea that you could get an 
education through the mails? 

A Yes. Many, many years ago that was true. But 
today we do not rely so much on the circulation of 
mails for our education. We have more schools today. 
We have telephones, television, radios and all the 
other facilities we didn’t have at that time. 

Q Would you exempt fraternal and religious pub- 
lications in this second-class rate? 

A We have made no change in the religious and 
fraternal-group publications. We have not had an op- 
portunity to study them thoroughly. There are many 
thousands of them. We are making a complete study, 
however, of all the classes of mail. 

Q They won't share in the rise, then? 

A No. 

Q You are also continuing the free-in-county priv- 
ilege to newspapers? 

A That is correct. 

Q Do you know whether that is expensive or not? 

A It costs 13.6 million dollars a year. 

Q What about fraternal and religious publications? 
Do you know the cost of them? 

A That runs about 50 million a year. 

Q That is for all nonprofit groups? 
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A This applies to all the eight types that receive 
lower second-class rates. 

Q You have just expressed an opinion that low 
rates for mailing periodicals and newspapers were 
more necessary a hundred years ago. Do you feel the 
reverse of that, that they are much less necessary for 
the welfare of our country today? 

A I didn’t mean to imply that they don’t contribute 
in a major way to the general educational scheme of 
the country. 

Q What's the difference? 

A I do not think you can justify the present 80 per 
cent loss in the Department in the handling of second- 
class mail. 

Q How big is that, really? How big is this loss in 
comparison to the subsidy for agriculture? 

A The total I last saw for all subsidies paid for the 
price-support program for farmers since 1933 was 
something like 752 million dollars, whereas the loss in 
the handling of second-class mail for the same period 
is 2 billion 400 million. 

Q So that the publishing industry benefits more 
than the farmers? 

A The publishing industry has been getting along 
quite well. 
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Q The publishing industry contends the accounting 
methods are wrong, or that the postman on his route 
has to carry something anyway, and if he doesn’t have 
a magazine he will have an empty pouch— 

A I am just saying that what we can’t justify is 
losing 240 million dollars a year in second-class mail 
without increasing the rate. We have no quarrel with 
any segment of industry that uses the mail. The pro- 
gram of the Administration is to get our economic 
house in order; to get our budget balanced. 

We didn’t start with rate increases. We started by 
decreasing our budget. It is by far the largest decrease 
in the budget in the history of the Post Office Depart- 
ment. Now that’s a great challenge for this organiza- 
tion: to operate a business that is expanding by the 
hour on 152 million dollars less than our predecessors 
said they could possibly operate with. That includes 
a lot of things we are now putting into effect. For 
instance, we have this pilot operation at the New 
York Post Office. We have been able to put in some 
economies and new efficiencies in that New York 
Post Office and what we’ve learned in New York is 
going to be applied to Chicago and elsewhere through- 
out the country. 
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Postal-Rate Increases 
Have Boosted Income by 


S390 
Million 











Figures given by Postmaster General 
Summerfield in official testimony 


For pay of postal employes . $1.1 billion 
For hauling mail by railroad $188 million 
For hauling mail by air. . . $96 million 
For postal supplies, services . $73 million 
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1951 rate increase . . . . $96 million 


. . $132 million 
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... ‘If you separate a subsidy you can identify it’ 


Q You mentioned a while ago that it is hard to 
justify as large a subsidy for second-class mail. Does 
that mean it isn’t justifiable on the grounds that peo- 
ple aren't getting their money’s worth? 

A I was speaking of it in relation to the postal 
deficit. I am not trying to evaluate the philosophy of 
subsidies. 

Q You think that if Congress wishes to approve 
that, it should do it separately? 

A It is up to Congress. It has the responsibility to 
determine to what degree they want to subsidize. But 
this Department certainly should be permitted to 
operate as a business and it should be disassociated 
from paying for services it does not contract for. 


The Air-Line Subsidy 

Q What about the air-line subsidy of 79 million 
dollars—what are you doing about that? 

A Reorganization Plan No. 10, now before Con- 
gress, would transfer the air-line-subsidy responsibility 
to the CAB. 

Q That hasn't been acted on yet, has it? 

A Unless it is objected to by either house of Con- 
gress, it will become effective on August 1 this year. 

Q That would go over to the Civil Aeronautics 
Board? That subsidy is paid for carrying the mail? 

A We have a rate the CAB establishes per ton for 
the handling of mail in addition to that subsidy. We 
feel that if you separate a subsidy you can identify it 
easily for what it is and analyze it to see whether or 
not it is justified. 

Q You mean Congress will either vote the money or 
not vote it? 

A That’s right. The CAB next year, if this plan be- 
comes law, will take their budget before the Appropri- 
ations Committee and explain the whys and where- 
fores of this subsidy. They would be responsible for it. 

Q You are not proposing that an executive depart- 
ment or the Congress or other free users of the mails 
shall have to pay, are you? 

A Oh, yes. We are asking that each department pay 
for its own delivery of mail. A bill proposing just that 
has been introduced by Chairman Ed Rees of the 
House Post Office Committee. 

Q The Congress would have to pay, too? 

A It would be charged to whatever fund they 
wished to charge it. I don’t know just what that would 
be. 

Q You wouldn't be expected to bear that burden? 

A In order to get a realistic, accurate, intelligent 
look at Post Office operations, all these things that 
are more or less unrelated to its responsibility should 
be separated so that you can get a clear look at its 
finances and the efficiency of its operation. 

Q It is, then, an accounting problem in a broad 
sense, isn’t it? 

A That’s right. We are not making an attempt to 


justify or not to justify subsidies as such, or to what 
degree they could be justified. But we do make the 
point that they should be disassociated from the Post 
Office budget. 

Q That is up to Congress. If they want to vote 
subsidies for newspapers, they can do it, just as they 
would for the farmer or any other group, isn’t that it? 

A That’s right. 

Q Have you any idea what the subsidy amounts to 
in the Defense Department on the free mail that is 
sent to GI’s and back from GI’s overseas? 

A The total was 3.8 million dollars last year. 

Q Then there is third class, which is used mainly 
for direct-mail selling. You want to increase that how 
much? 

A We want to increase that about 25 per cent, 
which would bring in about 52 million dollars in 
added revenue. 

Q What was the deficit in that area? 

A The loss was approximately 192 million dollars. 

Q So you will still have a deficit in third class. What 
is the theory there—to continue to run a deficit in 
third class? 

A We must recognize there are businesses whose 
operations over the years have been geared to those 
low rates. 

Q In other words, it must be a gradual proposition? 

A That’s correct. We think we have approached the 
problem with great fairness. 

Q Then you come to fourth class and the rate is 
out of your hands, isn’t it? 

A The Post Office Department sets the rates subject 
to the approval of the Interstate Commerce Com- 
mission. ; 


How Parcel-Post Rate Went Up 

Q This is parcel post, and the rate is determined by 
the Interstate Commerce Commission? 

A In effect. The statute reads that the Post Office 
Department shall not operate the parcel-post delivery 
at a loss. If a loss is determined, then the Post Office 
Department petitions the Interstate Commerce Com- 
mission for the right to increase the rates to meet the 
deficit. This is exactly what we have done, and it has 
been approved within the lest few weeks. The new 
rate will be in effect Oct. 1, 1953. 

Q Isn't that going to be up 36 per cent from the 
present rate? 

A That’s right. 

Q You will, then, eliminate any deficit in that area? 

A Yes. 

Q Does the book rate go under that? 

A That is carried under a special fourth-class rate, 
and we have asked for an increase of 25 per cent in 
that rate. 

Q Will those rates price that type of service out of 
the market? Will you be higher than private express? 
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A Oh, no. 

Q So there will still be an advantage in using parcel 
post? 

A That is correct. We realize that the Post Office 
plays such an important part in the economy of the 
country, and affects so many people, every person and 
every business, that there is always an economic factor 
that you have to recognize realistically. We do not 
want to disturb the economy by any action of the Post 
Office Department. Nor do we want to disturb the 
economy through any failure to act to reduce our 
deficit. 


How Much Can Deficit Be Cut? 


Q So you would have no deficit in first class and 
none in fourth, but you would still have some in sec- 
ond and third. What would be that remaining deficit? 

A We anticipate that if these rate increases are 
granted, and if our volume is what we expect it to be, 
our deficit would be reduced from what could have 
been a 746-million-dollar deficit to a 74-million-dollar 
deficit. However, since those figures were compiled, 
we found that the estimated revenue for the next fiscal 
year will be 80 million dollars short of what the 
projections of my predecessors had shown. So we have 
a matter there of 80 million dollars to add to our 
deficit. 

Q In addition to that, don’t you have a pay increase 
coming up? 

A There are now 17 pay-increase bills in the Post 
Office Committee. 

Q Has the Post Office Department itseif taken a 
position on that as yet? 

A We have not. 

Q And what about the railroads? 

A The railroads have asked for an increase of ap- 
proximately 45 per cent. 

Q Which would use up how much of your revenue? 

A If that increase were granted, it would cost the 
Post Office Department about 145 million dollars. 

Q For pulling your mail cars, is that it? 

A Yes. For carrying mail in cars owned by the rail- 
roads. 

Q What about the pay increases? If they were 
granted, even the minimum increases, what would be 
the added cost? 

A I don’t know what the minimum would be in 
these particular bills. The last increase cost about 250 
million dollars. 

Q When was that? 

A In 1951. 

Q You will have to increase rates and economize to 
keep up, won’t you? 

A Well, we just have to take today’s problems, 
analyze them, and then proceed on that basis. 

Q Isn’t it a fact that every time you have come—I 
am speaking of your predecessors, of course—every 


,.. “There are now 17 pay-increase bills in committee’ 





time you have come up and asked for an increase in 
rates and have obtained any increase whatever, that 
the share taken by others who have a claim on you 
has risen faster than the grant in new rates? 

A That is one of the reasons for the deficit mount- 
ing so rapidly. 

Q What would the increase that you are asking 
yield under your estimates? 

A About 240 million additional dollars. That is in 
addition to the fourth-class increase which, as I said, 
would amount to 160 million dollars. 

Q And that 400 million dollars would almost elimi- 
nate your deficit? 

A That is right. 

Q How can you wipe it out if your deficit is 700 
million dollars? 

A You forget the 152 million dollars we expect to 
save through economy and modern business tech- 
nique. Then you take out the air-line subsidy of 79 
million and the 34 million dollars’ worth of penalty 
mail. 

Q This would include the franked mail of Congress? 

A Yes. You might be interested in knowing that the 
total cost of congressional franked mail last year was 
only 1 million 700 thousand dollars. 

Q So that wasn’t a major problem? 

A No. That will come as a surprise to many people, 
I’m sure. 


Where Losses Are on Letters 

Q How would you come out in first class with your 
new rate? 

A Let me explain the difference between local and 
nonlocal mail. On nonlocal mail, as a whole, we do not 
lose any money, but we do lose approximately 2 
tenths of 1 cent on every piece of nonlocal first-class 
mail that weighs less than 1 ounce..Where we recover 
substantially is on the revenue for the additional 
ounces. That’s why we’re not asking for a penny in- 
crease on any other than the first ounce. 

Q So that if a man has a 2-ounce letter, it will cost 
him 7 cents? 

A That’s correct. Incidentally, talking about the 
service aspect of the Department, I want to call your 
attention to the fact that no allowance is made in any 
of the rate requests for depreciation of buildings or 
the interest on our investment. 

Q And that doesn’t show up in your deficit either, 
does it? Your deficit for business-accounting purposes 
is much larger than 700 million dollars, or whatever 
it is? 

A That is correct. 

Q If the Government is going to build new build- 
ings, there is no fund you are planning on for that, is 
there? Do you charge those buildings off as a current 
expense in the regular budget? 


(Continued on next page) 








Interviewaus 





..- ‘Greatest bargain on earth is the U.S. mail’ 


A New construction is financed by special appro- 
priation. I would like to call your attention, also, to 
the fact that this Government has been operated for a 
number of years on an unbalanced-budget basis, so 
that, in spite of high taxes in this country, those 
deficits have been made up by borrowings of the 
Treasury. The interest on the accumulated deficit of 
the Post Office Department since 1945 costs the tax- 
payers of this country approximately 100 million 
dollars a year. 

We must recognize our responsibility to the econo- 
my of this country, and its stability. As I have said, 
it may be inevitable to pass on to our children the 
cost of war, but I can see no justification in making 
them pay the cost of carrying and delivering our mail. 


Who Opposes Rate Raises 

Q Have you got any complaints from the public 
about your proposed rate increase? 

A It is surprising how sometimes the public is so 
far ahead of us. The people are interested in an im- 
provement in the service. I feel that the public has 
confidence in this Administration, and that we are 
doing an honest, efficient job of managing this and 
other departments. 

Q Where does the opposition come from, then? 

A There is naturally opposition from those who are 
being affected by these rate increases, particularly in 
the second and third-class rate groups. 

Remember, we are now losing 2 million dollars a 
day. Even with the parcel-post increases and other 
increases effective October 1, we shall still be losing a 
million dollars every day we open our doors for busi- 
ness. 

Q Another thing everyone is wondering about is 
when the time might come when all mail might be de- 
livered by the speediest method, when there is one 
rate for mail and it might be carried by air or train or 
any other method. What have you thought about 
that? 

A Well, the objective that we always have in front 
of us is to reduce the amount of time necessary to de- 
liver a letter or a package from Point A to Point B. 
Your suggestion is certainly something that we can 
look into in the future, particularly in view of what 
has been happening with the railroads, for instance, 
constantly deleting from their schedules passenger 
trains that are unprofitable. Those trains have been 
carrying mail for years. Obviously when those trains 
cease running, there is only one of two things we can 
do with the mail—either put it in the air or put it on 
the highways. We have had numerous conferences 
with the leaders of the air lines, the railroads and the 
trucking industry, in an attempt to formulate together 
plans where we can facilitate the service and reduce 
the cost. What is possible in the future is hard to 
determine. 


Q Are you looking into helicopter service? 

A Yes. 

Q It isn’t going to be your own system of delivery, 
is it? Such as your own air line? 

A Oh, no. 

Q Wasn't there going to be some experiment of 
having all first-class mail carried by air for a week? 

A No. I don’t know where that story came from. 
It is true we were discussing the possibility of con- 
ducting some pilot operations, on not only air mail 
but also first class and parcel post, in certain areas to 
see what could be done by way of increasing tonnage, 
reducing the time element, and the possibility of cost 
reduction. 

Q That would be on a small scale, tried as an ex- 
periment? 

A Yes. With an organization as huge as this, you 
just have to begin with a small pilot operation, be- 
cause if you made a mistake on a large scale your 
cost would be enormous— 

Q You have had quite a turnover in recent years, 
haven't you? 

A Yes. 

Q How much money does a letter carrier make a 
year? 

A If he has 25 years’ service, it is $4,370. 

Q What does he start out with? 

A $3,270. 

Q Other things have gone up so much more rapidly 
than the cost of mail, people are really getting a 
bargain in the mail, aren’t they? 

A The greatest bargain on earth is the United 
States mail. 


‘Tightening’ Post Office Bank 

Q Before you get away from the changes, are you 
going to do anything about the banking end of your 
business? Are you recommending abolishing the Post 
Office bank? 

A We’re going to tighten up on many of the opera- 
tions in that department. For instance, by the installa- 
tion of some charges on such practices as when a 
person comes in on a Saturday morning, makes a 
deposit, and then takes it out on Monday morning, 
that’s just using us for the week end. You see, that is 
not in the spirit of the service at all. 

Q Postal savings is widely used, then, isn’t it? 

A There are about 3.3 million depositors. 

Q Do you think it ts needed? 

A 3.3 million people use it. 

Q When did we adopt the 3-cent stamp? Do you 
recall? 

A In 1932. Thus, there has been no net change in 
first-class postage rates in 20 years. In that time our 
index of postal costs has gone up 98.5 per cent. The 
cost-of-living index has gone up 95 per cent. In that 
same period, second-class mail shows a decrease of 
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5.9 per cent and third-class shows an increase of only 
37.9 per cent. 

Q Do you find a good percentage of mail gets mis- 
routed? 

A Oh, no; it’s a very small percentage, but we do 
find some, and when we go we try to find out the 
reasons. j 

Q Is it 5 per cent? 

A Oh, no. We couldn’t even figure it, the percentage 
is so small. 

Q How much improvement in service could come if 
people would use zone numbers? Is there anything 
like that that the public can do on its part to improve 
the service? ‘ 

A Yes, and we are planning a little program a little 
later on in the year to call the public’s attention to the 
things that they can do to help us in order to help 
themselves, because, after all, what they want is the 
fastest possible delivery on a letter or package. 

Q Are there any figures on how much mail is lost 
each year? 

A An insignificant number is actually lost. You 
may be interested, however, in knowing that, because 
of incorrect addresses or because people have moved 
and can’t be located or have died, about 24 million 
pieces of mail land in the dead-letter office each year. 
Keep in mind: We handle more than 50 billion pieces 
of mail, so that figure represents a small fraction of 1 
per cent of all the mail. Incidentally, we found $256,- 
000 in dead letters in 1952. 

Q Is this currency? 

A Yes. 

Q Who gets it? 

A We do, as dead-letter receipts. 

Q Some people claim putting zone numbers on let- 
ters doesn’t really help. Do you think it does? 

A Well, the degree to which it is a help depends 
upon the extent to which it is used. If everyone did it, 
it would be of great help. Every little bit helps. Just 
like mailing early for Christmas helps us do a better 
job. 


The New Management 

Q Can you tell us something about the kind of peo- 
ple on your new management team, General? 

A The first thing we did after assuming office was 
to try to spell out, by way of job specifications, the 
requirements and background necessary for every 
bureau head in order to make this Department func- 
tion as a business should function. So, after we had 
all that charted out, we started out to survey the 
whole nation to find the kind of men who had the 
necessary background and experience, as well as hav- 
ing clearly indicated in the past that they were in- 
terested in making a personal contribution to the 
National Government. In that I feel we were extreme- 
ly successful and fortunate. 






... ‘Surveyed nation for men who had necessary background’ 


The first man appointed by President Eisenhower 
was Charles R. Hook, Jr., the Deputy Postmaster 
General, who was a vice president of the C & O Rail- 
road. 

Then there was Norman Abrams, Assistant Post- 
master General in charge of operations. He is re- 
sponsible for the management of 41,000 post offices 
throughout this nation. He was executive vice presi- 
dent in charge of operations for the Congoleum-Nairn 
Co. in New Jersey. He was also in charge of personnel 
relations. Wonderful background. 

The next was the Assistant Postmaster General in 
charge of transportation. Obviously we wanted to find 
a man who had had broad experience in matters of 
transportation of mail. We were able to get Mr. John 
C. Allen, who was the traffic manager for Sears Roe- 
buck & Co., one of the nation’s largest users of the 
mails. Mr. Allen is now our Assistant Postmaster 
General in charge of transportation. 


Finance and Facilities 

Next was the Assistant Postmaster General in 
charge of finance. For this position we were able to 
get Albert J. Robertson, of Des Moines, Ia., senior 
vice president of the largest bank in that State and a 
director of a number of others. He is extremely well 
equipped to look after our bureau of finance, which, 
incidentally, is responsible for, among other things, 
the largest savings system in the world, amounting 
to deposits of about 2.5 billion dollars. 

The next position to fill was that of the Assistant 
Postmaster General in charge of facilities. That means 
all the buildings, motorized equipment, and all types 
of supplies for the entire postal establishment. 
Ormonde A. Kieb, of New Jersey, was appointed. He 
had vast experience in property management and in 
construction. Mr. Kieb is recognized as one of the 
most able appraisers of property in the nation. We felt 
we needed someone in charge of that bureau who 
knew leases, knew property values, knew building 
costs, knew building layouts. Mr. Kieb provided, the 
answers for those requirements. : 

In addition, one of the first things we did when this 
team had been gathered together, was to call in 
Robert Heller & Associates, of Cleveland, the firm 
that did the task-force work on the Post Office De- 
partment for the Hoover Commission. We did this 
with the idea of bringing the Hoover Commission 
report up to date in light of conditions as they exist 
in 1953. 

I might add that we saved many, many months in 
what would have been a very tedious and laborious 
job of trying to determine those things for ourselves. 
Those months are important. Time was of the essence, 
since the Post Office Department was losing money 
at the rate of 727 million dollars a year. That’s 2 mil- 
lion dollars a day! 
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, We’ve Been Asked: 
WHO PAYS IN VA HOSPITALS 











¢ Some veterans may find it harder in the future to 
get free hospital treatment. 


© Question is raised about Government medical care 
for many who can afford to pay. 


e Rules would remain unchanged for veterans who 
have service-connected disabilities. 


What's this about tighter rules to de- 
termine who, in the future, can get 
free medical care in veterans’ hos- 
pitals? 

It’s true that a plan is under considera- 

tion by the Veterans’ Administration to 

make it less easy for veterans with 
common ailments to get free care when 
they can afford to pay for treatment in 
private hospitals. But men with service 
disabilities could still get free attention 
in VA hospitals. Some members of Con- 
gress as well as medical circles have 
objected to present practices that open 

VA hospitals to many veterans, including 

some well-to-do, who do not have disa- 

bilities resulting from military service. 


Why can these veterans get in VA 
hospitals for medical attention? 
First claim on about 110,000 beds in 162 
VA hospitals goes to veterans with serv- 
ice-connected disabilities. After that, the 
law says any available space can be 
given to veterans with nonservice ail- 
ments. All a veteran has to do, if there 
is a bed available, is to sign a state- 
ment, under oath, that he is unable 
to pay for his medical care. The law says 
this statement must be taken at face 
value, and VA cannot question it, even if 

the statement is believed to be false. 


How can this practice be stopped? 

Under a proposal being studied by VA, 
a veteran with nonservice-connected disa- 
bilities, applying for hospitalization, would 
be required to list his assets and income, 
and possibly liabilities. Then, VA would 
set up a list of priorities for applicants. 
High priority would be given to those in 
worst financial straits. Those who really 
had means to pay would go to the bottom 
of the list, with little chance of getting in. 


Legal officials of the Veterans’ Ad- 
ministration say they can make such a 
change in their rules on hospital admit- 
tances by amending present regulations, 
without any new legislation. 


Suppose a veteran makes a false list- 
ing of his assets and income? 

Then he could get into trouble. At pres- 

ent, when a veteran swears that he can- 


not pay for medical care, this must be 
accepted under the law as fact. But, jf 
he is required to list his assets and in. 
come, under oath, the statement could 
be investigated. If fraud is shown, such 
a veteran could lose his rights under the 
GI Bill and other veterans’ benefits, 
Furthermore, the Veterans’ Administra- 
tion could ask the Justice Department 
to look into the case for possible prose- 
cution. 


Would the rules on free medical care 

be changed for all veterans? 
No. For those with service disabilities, 
the rules would remain the same as now. 
Also, there would be no tightening of 
the rules for veterans with nonservice- 
connected ailments who are neuropsy- 
chiatric cases or who are suffering from 
chronic troubles such as_ tuberculosis. 
They would still be taken in where beds 
are available, after signing affidavits that 
they are unable to pay for hospital and 
medical care. 


Would a change in rules mean that 
some now in VA hospitals would 
be put out? 

That’s not planned. Those now under- 
going treatments in VA hospitals usually 
would be allowed to stay. But, if a pres- 
ent patient is discharged and later tries 
to get back in, he would have to comply 
with the new rules. 


Would the change mean that few- 
er veterans’ hospitals would be 
needed? 

Not necessarily. With the veteran popv- 

lation now nearing 20 million, and grow- 

ing, some expect the need for VA hos- 
pitals to increase, rather than diminish, as 
these men and women get older and 
have more need for ney Ey rege An 
indication of that is the fact that about 
half of the present patients are veterans 
of World War I or earlier. Furthermore, 
about 24,000 veterans are now on the 
waiting list for treatment in hospitals of 
the Veterans’ Administration. Most of 
those waiting, however, are veterans 
who are seeking treatment for injuries 

or diseases not connected with their mili- 

tary service. 
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(Wleet, yowr HOMEtown Onsurance Agent 


IT PAYS TO BRING 
YOUR INSURANCE MAN 
INTO YOUR PLANS 


Your home is the center of happiness 

and security for your family. For something 
so precious, you want the best protection 
possible. That's why it pays you 

to bring your Home Insurance man into 
your plans. He can help you every step 
of the way... can recommend construction 
features that will make your home 

a safer place in which to live, 

If you are planning to build or remodel, 
plan to have a talk with your Home 
Insurance agent because 

“built-in safety” can substantially 
reduce home accidents. 
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Ask your Home Agent for the 48-page 
booklet, “How to Build or Remodel for 
the Safety of Your Family.” It shows 
how to have a safer, more livable 
home through good design related to 
common sense work and play habits. 
Safety can be made to pay its own way. 


Your HOMETOWN Agent can serve 
you well—see him now! 


x 


Ever since 1853 The Home Insurance Company 
has championed the placing of insurance through agents— 
what is known as the “American agency system.” 


* THE HOME * 
Snsuronce Company 


Home Office: 59 Maiden Lane, N.Y. 8, N.Y. L853 ppg (952 
FIRE ° AUTOMOBILE id MARINE 


The Home Indemnity Company, an affiliate, writes 
Casualty Insurance, Fidelity and Surety Bonds 











The Home, through its agents and brokers, is America’s leading insurance protector of American homes and the homes of American industry. 
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AIR BRAKE DIVISION . . . air brake equipment, INDUSTRIAL PRODUCTS DIVISION... MELPAR, INC. ... research design and manufacture 
brake slack adjusters, anti-wheel-slip devices, compressors ait compressors, cylinders, actuators, air control devices of microwave communication systems and test equipment 
and accessories for all rail venicles and trolley buses of all kinds; engineered pneumatic control systems. Miniaturization and unitization of electronic gear. 





@ If you could ride a freight car from one end of the country to the other, 
you might travel on half-a-dozen trains, on several different railroads. 


One of the most difficult railroading jobs, therefore, is getting the 


right car on the right train. This is an old problem to the railroad men 
and they solve it with “classification” yards, where cars are assembled 
into trains. 

Gravity type classification yards are the most efficient. Cars are 
pushed to the top of a man-made hill. Then they are uncoupled singly, 
or in “cuts” of two or more. The cars roll down the hill, through a net- 
work of switches onto the desired track. Each track then contains 
a new train. 

Union Switch & Signal Division of Westinghouse Air Brake Com- 
pany makes an automatic push-button control system for these classi- 
fication yards. Just before the cars start down the hill, the operator 
presses buttons—one for each cut of cars. The track switches are auto- 
matically positioned ahead of each cut as it rolls down, thereby guiding 
it to the proper track. 

But more than that, the operator controls the speed of the cars by 
pushing a button. Special equipment actually measures the velocity of 
each car or cut, then powerful electro-pneumatic retarders squeeze 
the sides of the wheels and slow the cars down to the desired speed. 

On one railroad, this push-button system doubled the classification 
capacity. Eventually, they expect to triple the old figure. Lower operat- 
ing costs will enable the system to pay for itself in only four years. 
And shippers enjoy faster, more dependable freight service. 

Westinghouse Air Brake Company is the world’s leading manufac- 
turer of railroad air brake, switch and signal equipment. It is also a 
major manufacturer of equipment for the oil, gas, mining, construction, 
earth moving, marine, automotive and aviation industries. It specializes 
in advanced electronic and physical research in such wide fields as 


radar, guided missiles and communications. 


UNION SWITCH & SIGNAL DIVISION, Swissvale, Pa. 


Manufacturers of centralized traffic control, car retarder, automatic train control, 
train communication and interlocking systems and apparatus. 


Westinghouse Air Brake 


COMPANY 


EXECUTIVE OFFICES: 
GATEWAY CENTER, PITTSBURGH 22, PA, 


LE ROI COMPANY e e « internal combustion GEORGE E. FAILING COMPANY oa th LE TOURNEAU-WESTINGHOUSE COMPANY 


engines, portable air compressors, Tractair, rock drills portable drilling rigs for oil, water and mineral explora- - +. earth moving equipment, including tractors, scrapers, hauiers 
tor the Construction, petroleum and mining industries. tion and a variety of attachments and supplies. and similar units 
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You can reduce the heat the same way 

hundreds of leading Companies are doing every 

day. They specify Consolidated Enamel Papers for 

printing jobs ranging from product folders and ad 

reprints to catalogs and house organs. ‘That guarantees 

the very finest of bright, clean enamel paper 

reproduction. But, in addition, it gives‘your budget 

something to cheer about because enamel papers of 

identical quality are not all the same price. { 
Consolidated Enamels cost 15 to 25% less than old 

style, premium-priced sheets. The sole reason is the 

modern enamel papermaking method Consolidated 

pioneered. By making and coating paper on both f 

sides in a single high-speed operation, it eliminates 

costly steps still necessary to other makers. 

The savings are worth cheering about. } 


free taste If there’s the slightest doubt whether 
Consolidated Enamels are actually as good as we claim, let us 
send you a generous supply without obligation. Just have 
your printer run them under identical conditions with the 
paper you’re now using. Then compare the costs and results. 
You'll be glad you took a moment to drop us a note. i 
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In intimate, personal association, two 
soldiers—Dwight D. Eisenhower and 
Walter Bedell Smith—ran and won a 
war in Europe. Now in civilian clothes, 
these men, White House sources say, are 
just as closely linked in directing the 
troubled peacetime affairs of the United 
States. 

General Smith, slightly built and of- 
ten sharp-tongued, is Under Secretary of 
State. But those in a position to know say 
his influence with the President is far 
greater than that title implies. The Presi- 
dent, they add, has rediscovered an in- 
valuable personal friend and assistant. 

With Smith, Mr. Eisenhower finds it 
easy to relax. The Under Secretary, never 
one to stand in awe of high titles, mili- 
tary or civilian, is quick to talk back, to 
disagree when he thinks the President 
wrong. As in Europe, Smith is loyal, per- 
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is a growing power at the topmost level of Government. 


People of the Week 


‘Beedle’ Smith: On Way Up 
As the Top Aide for Ike 


President Eisenhower has rediscovered an old and intimate 
friend and associate, Walter Bedell Smith, his wartime chief 
of staff. Smith now helps Ike shape big peacetime decisions, 


sonally devoted. Some already are com- 
paring the relationship in some of its as- 
pects to that between Franklin D. Roose- 
velt and Harry Hopkins. 

This renewed Eisenhower-Smith re- 
lationship is still developing. The Presi- 
dent is said to seek Smith’s counsel 
particularly on foreign and military ques- 
tions. Smith is one of a very few in the 
White House circle with working ex- 
perience in both these closely coupled 
fields. But Mr. Smith also is studiously 
unobtrusive, and his role in high councils 
has escaped public notice. 

A soldier's praise. In Africa and in 
Europe, Smith was Eisenhower’s chief of 
staff. The Supreme Commander quickly 
learned that he could trust “Beedle” 
Smith implicitly. The latter could attend 
to endless detail and still keep detail 
geared to over-all strategic and political 
goals. Given an assignment, Smith carried 
it out with a cold tenacity of purpose. 
This aroused antagonisms. But General 
Eisenhower has this to say of his war- 
time lieutenant: 

“He was a godsend—a master of de- 
tail with clear comprehension of main 
issues. Serious, hardworking and _ loyal, 
he proved equally as capable in difficult 
conference as he was in professional ac- 
tivity. Strong in character and abrupt by 
instinct, he could achieve harmony with- 
out appeasement and earned for himself 
an enviable standing throughout the 
armies and governments of Europe.” 

The war over, Smith went on to be- 
come Ambassador to Russia, then Direc- 
tor of the Central Intelligence Agency. 
Eisenhower’s path led to the White 
House. He named John Foster Dulles as 
Secretary of State, and when Dulles 
asked that Smith be made Under Secre- 
tary, Mr. Eisenhower quickly complied, 
not knowing then that Smith would 
prove as valuable in the Washington 
labyrinth as in wartime headquarters. 








—United Press 


Rediscovery. Intimates tell the story 
of how the President rediscovered his old 
aide and close friend. Mr. Eisenhower 
had a troublesome diplomatic question 
to discuss with the Secretary of State. 
He picked up the phone and said “Get 
me Dulles, please.” But Mr. Dulles hap- 
pened to be out of town; so the Presi- 
dent talked to the Under Secretary. 

Smith had the answer quickly. He has 
a knack for.summarizing situations and 
problems in a few clipped sentences that 
often have a relieving dry humor at- 
tached to them. It all reminded the Presi- 
dent of the old days in Europe. 

The telephone call to Smith was re- 
peated with increasing frequency. Secre- 
tary Dulles’s duties have taken him out 
of the country for long periods, leaving 
the Under Secretary in charge of the De- 

(Continued on page 48) 
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NCB TRAVELERS CHECKS 


Wise tourists, vacationers, business 
people copy the habits of experienced | 
travelers and protect themselves against | 
loss by carrying NCB Travelers Checks | 
on every journey. They'll purchase any- | 
thing, anywhere. If lost or stolen, you get 
a full refund. Cost only 75c per $100. Buy 
them at your bank. Good until used. 


| 
Copy cats agree on 
| 


The best thing you know wherever you go | 


NATIONAL CITY BANK 
TRAVELERS CHECKS 
Backed by The National City Bank of New York 
Member Federal Deposit Insuranée Corporation 














Nearly all subscribers to 
this magazine buy volun- 
tarily. No salesmen call on 
them. They send in their 


checks regularly. 


This point has real signifi- 
cance for advertisers be- 
cause they know that such 
highly voluntary subscrip- 
tion methods mean inter- 


ested readers. 
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On General Smith’s desk a special telephone 
gives direct access to the White House... . 


partment. Or, the President has called 
Smith anyway. Sometimes he asks his 
old chief of staff to come to the White 
House alone, to discuss events, or for a 
relaxed session of reminiscing. 

Otherwise, Under Secretary Smith is a 
frequent White House visitor. He is 
there for Cabinet meetings when Mr. 
Dulles is away, and for meetings of the 
National Security Council, generally 
whether Dulles is in Washington or not. 
He also is present from time to time at 
Mr. Eisenhower's breakfasts, luncheons 
and dinners for Congressmen and others. 

In addition to handling special White 
House assignments and helping with 
over-all policy making, Mr. Smith car- 
ries a huge burden of work at the State 
Department. His job is to co-ordinate the 
work of the various area divisions. This 
involves acting on 60 or more telegrams 
daily, a succession of callers and _ in- 
numerable conferences. 

He operates from a spacious high- 
ceilinged, wood-paneled office. At one 
end is a conference table. At the other is 
a comfortable circle of green, leather- 
upholstered chairs and a coffee table. 
In the middle is his desk. To the rear of 
this there stands a large illuminated globe 
and a sculptured head of the President. 

On the desk are three telephones. 
Two of them are the usual black instru- 
ments. The third, somewhat smaller, is 
white. Its identifying disc says “NA- 
tional 8-1414—Ext. 63.” It is an exten- 
sion direct from the White House switch- 
board, often used, for members of the 
White House staff as well as the Presi- 
dent have taken to consulting Mr. Smith. 

Holdover. Some Republicans in Con- 
gress are prone to grumble because so 
high an office as that of Under Secretary 
of State is occupied by a holdover from 
the Truman Administration, a man who 
had been given two big jobs under that 
regime. These Republicans also wince 
when they recall an episode of last au- 
tumn’s presidential campaign. 

Then, the plain-spoken General told 
a congressional committee that, who- 
ever the election winner—Mr. Eisen- 
hower or Adlai E. Stevenson—“if either 
one of them does as well as President 
Truman in co-operation with the secur- 
ity agencies in ferretting out subversives, 
the American people can congratulate 
each other and will have little to worry 
about.” 

General Smith says he never has had 
any political party affiliation. For 40 
years, he adds, he has taken on assign- 
ments and carried them out without 
thought to whether he enjoyed the work 
or not. His more recent assignments 





came from Presidents of two opposing 
political parties, who simply thought 
him well qualified for the jobs given him, 

Russian expert. In 1946, Mr. Tru. 
man sent General Smith to Moscow as 
Ambassador. He undertook the assign- 
ment at a time when Russian-American 
relations were rapidly deteriorating, 
When he returned to the U. S. three years 
later, these relations were in even worse 
condition. But no one has placed the 
blame for this on General Smith. Respon- 
sibility was too widely spread for that. 

In Moscow, however, he proved an 
unusually acute observer and analyzer of 
Russian leaders and events. Even that 
long ago he correctly forecast that upon 
the death of Stalin, the top men would 
be Malenkov, Molotov and Beria, and 
that a cutthroat scramble for power 
would ensue. His view was that a totali- 
tarian government cannot be run by a 
committee, there must be a chairman of 
the board to make the ultimate decisions, 
as Stalin did. 

Events now have proved Mr. Smith's 
forecast accurate. He says, however, that 
since Stalin’s death things have hap- 
pened in a few months that he had 
thought would take years. The process of 
the elimination of claimants for power 
already is well advanced. 

As for an evaluation of Russian inten- 
tions, he thinks it too early to come to 
concrete conclusions, even though he 
has at his disposal all the information 
that is available to the U.S. Government. 
Men who are uncertain of their power 
incline to be cautious, he says of the 
present Russian leaders. But they may be- 
come frightened, and frightened men 
throw caution to the winds. 

Back in the U.S. after his stint in Mos- 
cow, General Smith was given command 
of the First Army, with headquarters at 
Governors Island, N. Y. He hoped to be- 
come Army Chief of Staff. But, instead, 
Mr. Truman asked him to take charge of 
and invigorate the intelligence system 
that had been thrown together hastily at 
the end of the war. 

He instituted a rigorous reorganiza- 
tion, devoted much effort to developing 
a corps of career intelligence officers. 
Last January, about to leave CIA, he 
said he thought the U.S. had an intelli- 
gence service superior to any in the 
world except that of Russia. In a few 
years, he expected it to become the best 
of all. 

Enlisted man. At 57, and with highlv 
important work still ahead, General 
Smith can look back upon an unusual 
career. Although he became a four-star 
General, he attended neither college 
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_. . Two soldiers’ wartime 
powers are exceeded now 


nor West Point. After a somewhat 
pinched Indianapolis boyhood, he en- 
listed in the National Guard at 15. 

When he was 18, he was an infantry- 
company sergeant. Conscious that he is 
considered a tough disciplinarian, he 
now attributes “some of the less attrac- 
tive characteristics of my personality” to 
that phase of his career. Actually, al- 
though he can be tough and even ex- 
plosive in line of duty, otherwise he is 
relaxed and amiable. 

The General has read extensively and 
thought much. He likes people and 
makes an unusual contribution to good 
conversation. 

The first World War brought Smith’s 
National Guard company into action. 
He himself was sent to a three-months 
officer-training school and emerged a 
second lieutenant, one of the “90-day 
wonders” of the era. 

He fought in France and was wounded. 
But he liked Army life and elected to 
stay on. He has not commanded troops 
since the first World War. 

Between wars, in an economy-pinched 
Army, advancement came slowly. He at- 
tended all the Army schools, and dis- 
tinguished himself as a student. At one 
of these, he caught the attention of 
George C. Marshall, Army Chief of Staff 
in World War II. Marshall recommended 
him to General Eisenhower. The latter 
had had little personal contact with 
Smith, but took him on his reputation, 
and the close personal collaboration that 
persists at the top of civilian Govern- 
ment was begun. 

Diplomat. As it was when he was in 
Russia and again as head of the intelli- 
gence service, General Smith's prime 
concern is to foresee what the Russians 
may do next. 

His work in the State Department, he 
says, is not greatly different from the 
work he has done for years. 

“Even in the Army when vou attain a 
high rank,” he says, “the political factor, 
in terms of foreign relations, is a verv 
important one. General Eisenhower used 
to say that no one is suitable for a high 
command unless he can understand the 
political factors.” 

In Africa and in Europe, General Ei- 
senhower and General Smith exercised 
perhaps more power than two soldiers 
ever had found in their hands. Now in 
close personal collaboration they have 
even greater powers at their disposal. In 
fashioning great events they have learned 
to understand each other. This under- 
standing and great trust may be carry- 
ing Mr. Smith into the position of the 
Government’s No. 2 man. 
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~ New 500,000-yd. airport at Rygge 
increases Norway's air facilities 


A ir transportation facilities, 
essential to Norway’s civil and military 
needs, have been greatly increased by 
construction of a large modern airport 
at Rygge in southern Norway. 


The contracting firm of Olrich’s Mas- 
kiner A/S of Oslo, are handling the 
entire project — including stripping 
the area of virgin forest. 


Start of earthmoving itself was speed- 
ed by driving a LeTourneau-Westing- 
house fleet to the project under its 
own power. This fleet, including 4 
Tournapulls and 2 rubber-tired Tourn- 
atractors, was moved from Hamar to 
Rygge over main highways. The units 
made the 132 mile trip in 12 hours. 


Move 157 cu. yds. per hour 


This high-speed proved equally val- 
uable on the 500,000 cu. yd. project. 
While preliminary grading consists of 


























stripping and stockpiling humus top- 
soil to prepare runway sites, the main 
task is building up these strips with a 
sand base. The Tournapulls are used 
exclusively on long hauls, averaging 
3000 ft. one-way; their 28 mph speeds 
give maximum advantage. Push-loaded 
by Tournatractors, each Tournapull 
hauls and spreads 8 loads, 40 cu. yds. 
of sand per hour. 


In addition to push-loading Tourna- 
pulls, the 2 rubber-tired Tournatrac- 
tors are handling miscellaneous dozing 
jobs. These units shuttled from task- 
to-task at speeds to 19 mph. 


Increases value of land 


Because of this speed, Olrich’s Mas- 
kiner A/S is able to level the entire 
area and replace topsoil and humus so 
economically that the land can quickly 
repay the cost of improvement by use 
for grazing. The Norwegian govern- 
ment estimates that, as agricultural 
land, the former timberland area is 
worth 6 times its former value. 


Thus, the airfield is a boon to the 
surrounding country-side as well as 
serving the air needs of the country. 


To move earth faster and at lower-net- 
cost-per-yard, it will pay you to in- 
vestigate this modern, rubber-tired 
equipment. Get all the facts from your 
LeTourneau-Westinghouse Distributor. 


Tournapull—Trademark Reg. U.S. Pat. Off. 
Tournatractor—Trademark DPD-335-A-z 


LeTourneau-Westinghouse 


Company 


PEORIA, ILLINOTUS 
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(This article represents the result of an extensive 
research on a problem of outstanding importance.) 





Special 
Report 


semana 





BUSINESS IS BOOMING— 


BUT FAILURES RISE 


Businesses are being forced to 
the wall at a rate of more than 
700 a month. 

That's the highest rate in three 
years. Competition is taking its 
toll, despite generally good 
times. 

With a recession, even a mi- 
nor one, failures could multiply. 

Troubles already show up ina 
number of lines, notably auto 
sales, chemicals, TV, building. 


Failures, now on the increase, are 
giving a warning of what to expect 
whenever business slackens. 

Lush markets enabled many new 
companies to get along for a time, with 
little capital or experience. Others, de- 
spite experience, went soft. Now, with 
competition growing keen, these “weak 
sisters” find it harder to survive. 

The first half of this vear saw the 
largest number of failures since early 


1950, aftermath of the 1949 “recession,” 
as shown in the chart on this page. Dun 
& Bradstreet records indicate that 4,284 
firms were forced to close or reorganize, 
at a loss to their creditors. That was an 
increase of 190 over the first half of 
1952. 

Debts owed by these failing com- 
panies were the largest since about 1934. 
If allowance is made for the cheapening 
of the dollar, the amount of debts in 
failures today is nearly equal to 1939. 

Failures, even so, hit only a small 
fraction of the country’s firms, perhaps 
33 out of every 10,000, less than half the 
number that went under in the last bad 
recession, 1937-38. Even in the worst 
year, 1932, only 154 out of every 10,000 
companies listed by Dun & Bradstreet 
went through the wringer. 

The trend, economists say, is the main 
thing to watch. In the past, when busi- 
ness dropped, one of the first signs was 
increased debts tied up in companies 
that were failing. This dollar figure 
signaled stormy weather in 1926-28, in 
1937, and again in 1948. 

Now, that barometer is again indicat- 
ing trouble in some lines. It is doing so 


More Companies Going Broke 
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in a time of great prosperity, suggesting 
that many other shaky firms may go 
under if a business downturn gets under 
Way. 

As might be expected, the trend shows 
up most in lines that have been finding 
competition stiffer, notably chemicals, 
television, autos and building. 

Among manufacturers, small con- 
cerns making chemical products, ma- 
chinery and leather goods are failing 
more frequently this vear. 

Sixteen electronics manufacturers 
were in financial trouble in the year end- 
ing June 30, compared with 12 in the 
previous year. Most casualties were parts 
producers of companies that assemble 
radio and TV sets. 

An electronics company in New York 
recently filed a bankruptcy petition in- 
volving over $375,000 in liabilities. The 
U.S. Government is one of the biggest 
creditors; it advanced money for mili- 
tarv equipment, also is owed overdue 
taxes. 

Printing and publishing concerns find 
the going rougher. One New York maga- 
zine is going through reorganization. A 
sizable book publisher has gone to court 





























Source: Dun & Bradstreet 
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with a plan to string out payment of a 
million dollars in debts. 

Most failures in that field, as in others, 
are small, A printer in Connecticut has 
gone under, owing $38,000. 

Among sellers, as usual, are found 
the greatest number of failures. 

There is an increase among whole- 
salers of drugs and chemicals. And trou- 
ble in the building business also shows 
up at the wholesale level. . 

A lumber wholesaler in California 
failed, $550,000 in debt. A wholesaler 
of building specialties failed in Ken- 
tucky with liabilities of $35,000. A paint 
wholesaler owing $161,000 was another 
recent victim. 

This trend reaches down into the retail 
lumber and building-material dealers. 
Trade-association membership lists indi- 
cate fairly heavy casualties in Califor- 
nia last vear and Texas this year; 
weaker dealers are also folding up along 
the Atlantic seaboard trom Virginia 
north. 

A Massachusetts lumber dealer failed 
recently with debts put at $69,000. 

Builders and subcontractors are in the 
group registering more mishaps this year 
compared with last. 

Television trouble reaches down to 
the retail level. Appliance stores show 
the sharpest jump in failures of any re- 
tail line, and talks with experts indicate 
TV is the sore spot. 

An appliance chain with 200 employes 
in Washington, D. C., went under a tew 
weeks ago, when creditors balked at a 
plan that would have deterred payment 
on some $700,000 in debts. 

Another big appliance-store failure is 
reported in Baltimore. In San Francisco, 
there were 13 appliance-TV distributors 
in financial trouble in the first half of 
1952; there were 34 in the first half of 
this year, according to a concern that 
makes a business of rescuing sinking 
companies. 

A radio-parts outlet folded recently in 
New York, listing liabilities of $196,000, 
no assets. 

Auto dealers, hit by falling used-car 
prices and trade-in problems, are tailing 
here and there. Dun & Bradstreet found 
240 failures in the automotive retail 
group in the first half of this vear, against 
164 in the first half of 1952. 

Reports of new-car agencies failing or 
near failing come from Virginia, Cali- 
fornia and Washington. Failures are also 
found among used-car operators. 

These lines account for most of the in- 
crease in failures. They are not neces- 
sarily the ones with the most casualties. 
For instance, textile mills and garment 
factories, as a group, lead in failures in 
manufacturing, though they are doing 
better this year than last. 

The same holds for wholesalers 
handling foods and farm products, for 
groceries and liquor stores, and for bars 

(Continued on page 52) 
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Gaylord’s famous quality control, seen and 
unseen, adds to the value of every Gaylord 
Box. For information and assistance with 
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WHERE GRAIN GOES TO MARKET 


St. Louis 


A Great Place to Do Business 


102 million bushels of grain changed hands in the 
St. Louis market last year, the greatest annual 
volume in history and a 20° increase in five years. 
If loaded into freight cars, this grain, valued at 
over $200 million, would fill a train 500 miles long. 

. The St. Louis area ranks fourth in formula feed 
production and is the home of the nation’s largest 
feed manufacturer ... St. Louis, nearest major city 
to the U. S. center of population, is at the center 
of activity in business! 
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Lack of initial capital 
causes many firms to fail 


and restaurants. These, as usual, are 
among the lines reporting the most mis- 
haps—but fewer than a year ago. 

Retailers, as a group, have nearly half 
of the failures, but they show less of an 
increase, percentagewise, than whole- 
salers and contractors. 

Thus, it seems, business at the retail 
level is relatively healthy, and actually 
better in the “soft” lines than it was some 
time ago. 

Individual weakness determines 
which companies sink in rough weather, 

A creditor says of one new-car dealer, 
“He had lots of side interests, horses be- 
ing one.” 

Inexperience is a common cause of 
failure. Most casualties come within five 
years of the firm’s opening day. 

Lack of all-around ability can also be 
fatal. In the lumber business, a whole- 
saler recalls, “too many salesmen thought 
the boss was making a lot of money, so 
they went out to make some, too.” Some, 
launching out on their own, found they 
could sell but didn’t know how to run a 
business. Many restaurants that fail are 
run by former cooks—good cooks, but not 
good businessmen. 

Capital is a big factor in some lines. 
The company that starts “on a_shoe- 
string’ may find it hasn’t facilities to 
handle a profitable volume; it may be 
tempted to go too deeply into debt. 

Shifts in trade, from one section of a 
city to another, ruin some retailers. 

Cutthroat methods are suicidal for 
others. One ex-appliance dealer found 
TV sets bouncing back. He’d sold on 
very easy terms to all comers. Some of 
the buyers, having little stake in their 
equipment, stopped paying whenever 
they found a set someplace else they 
liked better. 

There’s grumbling in the appliance 
business about the margin the dealer is 
allowed on TV sets, around 26 per cent. 
Servicing expenses are heavy, and many 
sets have to be sold at a discount, which 
wipes out all or most of the margin, be- 
cause of frequent model changes. 

Pricing problems may be the last 
straw in other lines, too. Records of a 
quarter century indicate that, when 
wholesale prices fall, business failures in- 
crease. Wholesale prices have been on 
the downgrade since early 1951. 

Thus far, the effect of that decline on 
retailers has been softened; retail volume 
is still high, and retail prices haven't 
gone down as much as wholesale. When- 
ever they do, the number of failures 
could rise quickly to the recession level. 
The trend is that way already, in the 
midst of the boom. 
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Important changes are being made in college Reserve-officer training pro- 
grams. They affect students already in, those who hope to get in, those just 
getting out. To set you straight, we got this from top Pentagon officials: 


ROTC SQUEEZE. An oversupply of officers, as the Army and Air Force cut 
back on man power, puts the squeeze on college ROTC students. It's going to be 
no harder for your boy to get into basic Army and Air ROTC, thus qualifying for 
draft deferment. But it will be much harder to reach advanced ROTC. 

Navy, with a smaller, tighter program, isn't to change its ROTC much. 





OFFICER CANDIDATES. For college students, there's this outlook: 

Juniors and seniors--Youths in advanced ROTC, hoping to graduate with com- 
missions, must buckle down. Borderline cases will be weeded out. Selection 
standards are to be tightened. Juniors accepted for Air ROTC, for example, are 
to be 50 per cent fewer this autumn than originally planned. 

Sophomores--Records must be tops to qualify a boy for advanced training. 

Freshmen--There will be about as many openings in ROTC as last year. Con- 
gress scrapped a proposed numerical limit. Students out for Air ROTC should be 
prepared to fly. Air Force doesn't need ground officers now. 





JUNE GRADUATES. Call-up of last June's ROTC graduates will be slower 
than usual. Army is taking for immediate active duty those who ask it, 
others in three or four months. Air Force may take nine months to absorb 
its nonflying ROTC candidates. But they'll all be called. 





TAX SAVINGS. There's one way, often overlooked, to soften the tax blow on 
the profit you realize from the sale of your house or other property. Idea is 
to take part of the sale price as a down payment, part in installments. Then, 
provided the amount you receive in the first year isn't more than 30 per cent of 
the selling price, you can spread your tax proportionately over the years in 
which you receive the payments. That way you may get into a lower tax bracket 
than if you had reported the whole gain in a single year. 

Example: You sell for $10,000 a house that cost you $5,000. You take 
$2,000 in cash and an $8,000 note, payable over four years. Since your gain 
represents 50 per cent of the sale price, you pay tax the first year on 50 per 
cent of the $2,000 you receive as down payment. In the next four years, you are 
taxed on 50 per cent of each of the $2,000 annual installments. 





(over) 
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NEWS YOU CAN USE-- (Continued) 


GERMAN BONDS. Holders of old, once-worthless German bonds may be able to 
get their money back after all. That's the effect of an agreement between the 
U.S. and Germany, which now has been ratified by the Senate. 

The bonds are to be exchanged for new ones, plus some cash. But first the 
old bonds may have to be validated. Rules still are being drawn up for that. 
Best bet for you, if you own German bonds, is to keep in touch with your banker, 
broker or securities dealer. He's to be informed once details have been worked 
out. That may take weeks. 





CIGARETTE FILTERS. This for smokers: A study by the American Medical Asso- 
ciation shows that filter tips on cigarettes cut down the amount of nicotine and 
tar reaching your mouth. But, the AMA finds, four fifths of the nicotine never 
reaches your mouth anyway. It's lost in the smoke rising from the tip, or 
destroyed by the burning ash. 





HIGHWAY TOLLS. A reader asks whether highway and bridge tolls paid 
during vacation travel may be taken as an income tax deduction. They 
can't, says the Internal Revenue Service. However, if you're driving on 
business, they are deductible as a business expense. 





DRAFT FOR FATHERS. To clear confusion resulting from a mix-up in dates: 
Young men have until Aug. 25, 1953, to qualify for draft deferment as fathers. 
Some accounts gave the deadline as last July 11, day the President signed an 
order tightening father deferments. Actually, the new rules don't go into 
effect until 45 days after signing. That makes it August 25. 





POLIO SYMPTOMS. What signs should you look for in your child if you sus- 
pect polio? Says the Public Health Service: Always there's a rise in tempera- 
ture. There may be headache, vomiting, drowsiness, stiffness or pain in the 
back and neck. Sometimes a Sore throat, or change in bowel habits. 

These symptoms also may stem from a cold, or other ailment. But if you 
think your child has been exposed to polio, and he comes down with a fever along 
with other of these symptoms, put him to bed and call your doctor. Should it 
actually be polio, early care can be important. 





GOVERNMENT INSURANCE. Now you don't have to reapply every five years 
to keep your veterans' life insurance policy in force. President has 
Signed an act that makes renewal automatic as long as you pay the premiums. 
This applies to both World War II and post-Korea term insurance. 





GIFT TAXES. In figuring gift taxes on things you give away, the federal 
excise you paid when you bought the article must be included in the value of the 
gift. So rules the Third Circuit Court of Appeals. Case involved a taxpayer 
who gave some diamonds to her daughter. The Court upheld the Government's 
contention that the taxes were part of the diamonds’ value. 





ANTS IN YOUR PANTRY. Proper spraying and dusting will rid your house and 
grounds of pesky ants. How to do it is explained in a new Agriculture Depart- 
ment leaflet, "Ants in the Home and Garden." It's free. Write the Office of 
Information, Department of Agriculture, Washington 25, D.C. 





o U.S. NEWS & WORLD REPORT 








LEAD AND ZINC FOR CERAMICS 


When bathroom fixtures 
get their lustrous coat... 


out the best in modern fixture design . . . add 
gleaming sales appeal. 


Eagle-Picher Lead and Zinc compounds help pro- 
duce better vitreous enamels and glazes. 


Because they serve in creating porcelain enamel 
that is perfectly wedded to cast iron — applies 
easily and efficiently — Eagle-Picher Lead and 
Zinc compounds provide definite production 
economies. Because they promote finishes of ex- 
ceptional luster — combining beauty and lasting 
toughness —these lead and zinc products bring 


EAGLE 


Since 1843 
PICHER 


America’s leading manufacturers of porcelain 
enamel equipment rely on Eagle-Picher for lead 
and zinc to promote longer-lasting, better-looking 
glazes and enamels. There may be an application 
in your business for some of these lead and zinc 
compounds or for other Eagle-Picher products 
listed below. We'd be glad to talk it over. 


4 EAGLE-PICHER 


The Eagle-Picher Company e General Offices: Cincinnati (1), Ohio 


A good name on any product. Widely known as an important factor in mining, smelting and 


trocessing of lead and zinc, Eagle-Picher provides many products for essential uses in the paint, glass, ceramic, 


chemical and storage battery industries; in the manufacture of automotive and farm equipment and in 
many other fields: Slab zinc * Lead and zinc pigments and oxides * Molded and extruded rubber 
products * Diatomaceous earth products * The semi-rare metals: Gallium, Germanium, 
Cadmium * Mineral wool home and industrial insulations * Aluminum storm windows and screens. 
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IF LAYOFFS COME, WOMEN GO FIRST 


Downturn Would Hit Thousands in Men’‘s Jobs 


Layoffs in industry, when they 
come, will hit women workers 
harder. Last to go to work will 
be the first to be fired. 


It isn’t that employers are ° 


“women haters.’ They have no 
choice in plants where union sen- 
iority rules apply. 

Right now, women are hold- 
ing 4 million factory jobs. Only 
once before, in World War Il, has 
the figure been higher. 


Women are back in the factories in 
numbers almost as large as in World 
War II, but a lot of them don’t know 
how long they will stay there. 

Nearly 4 million women now have fac- 
tory jobs. That is an increase of about 
650,000 since Korea. They are doing 
many jobs usually assigned to men. 

Their problem is that they often were 
the last to be hired, and will be the first 
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—General Motors 


NIMBLE FEMININE HANDS 
. inspect spark plugs 


to go if production cutbacks result in lay- 
offs. Union contracts, with their seniority 
clauses, mean that those who were hired 
in recent months will be dropped first if 
jobs are eliminated. 

The contracts do not require that all 
women must go before any men are fired, 
in event of layoffs. Many women will re- 
main in the factories, as they have since 
World War II. But thousands of women— 
perhaps several hundred thousand— 
would leave industry if a business re- 
cession should develop in the next year 
or two. 

Wages paid to women workers usually 
are comparable to those paid to men. 
Most firms have a policy of paying the 
same rate for comparable work. Women, 
however, often are in the less skilled 
jobs, which pay less. 

Examples will show what has hap- 
pened as man-power shortages appeared 
in various industries. 

Auto companies now have about 
50,000 women on their factory pay rolls, 
excluding office workers. The Automobile 
Manufacturers Association reports that 
this is about 8 per cent of the total pay 
roll in the plants. It compares with about 
30,000 women—or 6 per cent of pay roll 
—last autumn. Thus, the 20,000 or more 
women hired in recent months are likely 
to be laid off in any large-scale cutbacks 
in the work force. They have little or 


_ ho seniority. 


Whether layoffs are in sight is another 
question. Auto firms say that workers 
laid off due to cutbacks in defense con- 
tracts can be absorbed into civilian pro- 
duction jobs. Union officials predict there 
will be serious layoffs late this year or 
early next year. In any event, the work 
week probably will be reduced first. 
General Motors reports that three fifths 
of its factory force was working more 
than 44 hours a week in the last three 
months, with more than one quarter of 
them working more than 48 hours a 
week. Other auto plants also report con- 
siderable overtime work. 

After overtime is eliminated, layoffs 
still may become necessary. Women 
then would be fired in large numbers, 
along with men hired in recent months. 

Ford Motor Co. figures show how em- 
ployment of women has increased since 
Korea. There now are 7,000 women in 
Ford factory jobs, compared with 3,023 
in June, 1950. Women held 2.5 per cent 
of the jobs there in 1950, but have 4.8 
per cent now. 


Women, for the most part, are assigned 
to the lighter jobs in the auto plants, 
They assemble and inspect the smaller 
parts that go into cars, such as spark 
plugs, radios and speedometers. They do 
light machine work and operate the 
smaller punch presses. They handle much 
of the work in the upholstering shops. 
They package and ship equipment and 
drive cars off the assembly line. On many 
jobs, they have higher skills than do men. 

Aircraft plants also are hiring more 
women than before Korea, although not 
so many as during World War II. There 
are about 66,000 women on production 
jobs in the aircraft industry, against 
about 16,000 in June, 1950. Women in 
this industry do a variety of jobs. Many 
have been on the pay roll since World 
War II, but thousands would be laid off 
in any big reduction of force. Women 
have 18 per cent of all aircraft jobs, in- 
cluding clerical, compared with 12 per 
cent in 1950. 

Arms plants have shown an even fast- 
er raise in jobs for women, as the defense 
program got into full swing. The ord- 
nance industry had about 4,000 women 
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STURDY FEMININE ARMS 
. .. help to drive rivets 
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WOMEN TACKLE THE BIG AND HEAVY JOBS, TOO 
... like this one of 50,000 in auto factories 


on production jobs in June, 1950. It now 
has nearly 41,000 engaged in such work. 
The women have about 27 per cent of 
the jobs in this industry, including cleri- 
cal positions. In 1950, about 18 per cent 
of the jobs went to women. If salaried 
workers are included, ordnance plants 
employ 51,200 women at present, com- 
pared with 4,900 before Korea. As de- 
fense orders are cut, the industry will 
lay off both office and factory employes. 

Electrical machinery is another in- 
dustry hiring many women for factory 
work, The number now is estimated at 
about 414,000, against about 265,000 in 
June, 1950. Women make up 42 per cent 
of the total work force in this industry, 
including office employes. In 1950, 
women had 38 per cent of the jobs. 

In several industries, women provide 
a major part of the work force, even in 
normal times. Women hold three fourths 
of all the jobs in apparel plants, for 
example, and a third or more of the jobs 
in textiles, leather products and _ instru- 
ments. 

The trend among women has been 
away from private-household jobs to 
factory and clerical work. Women in 
factory jobs now represent the second- 
largest group of employed women. 
Those working in offices are most numer- 
ous—5,090,000. The factory group totals 
3,862,000. 

Thirty per cent of the factory jobs are 
held by women. In 1940, women held 
25.7 per cent. At the World War II rate, 
in 1945, they had 38.3 per cent of the 
factory jobs. 
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In numbers of jobs, the score goes like 
this: In 1940, there were 2,190,000 
women in factories; by 1945, there were 
4,610,000. Many stayed on after the 
war, with women still holding 3,420,000 
jobs in 1947. The total declined to 3,- 
199,000 in 1949 before starting up again 
because of expanded production with 
outbreak of war in Korea. 

There are about twice as many women 
holding office jobs now as in 1940. The 
number rose from 2,530,000 in 1940 to 
4,900,000 during World War II, but 
dropped for a while afterwards. By 1952, 
the figure was up to 5,284,000. There 
was a slight decline to 5,090,000 this 
vear. On the other hand, maids, cooks 
and other household workers declined 
in number from 2,100,000 in 1940 to 
1,854,000 at present. 

Workers in service establishments, 
such as laundries, now include 2,300,000 
women. This is a big increase from the 
1940 figure of 1,350,000. 

Jobs as saleswomen now are held by 
1,434,000 women, compared with 830,- 
000 in 1940. 

The more than 3 million women who 
held factory jobs before Korea are likely 
to retain them even if heavy layoffs come 
in months just ahead. Their seniority 
rights will help them. However, if a 
downturn in employment comes, other 
women will lose their pay checks. In 
many cases, husbands will still hold 
jobs and will be able to support their 
families, which would cushion the shock 
of the layoffs on general business con- 
ditions. 


Costs Going Up 
For Welfare Aid 


The employer's bill for welfare bene- 
fits for his workers is rising fast. Latest 
estimates place the total paid to private 
pension and welfare funds in 1952 at 3.4 
billion dollars. This is 10 per cent above 
1951. 

The rise since 1949 is even more 
marked. Employer payments to these 
funds increased by about 67 per cent— 
or by nearly 1.4 billion dollars—in that 
period. These estimates have just been 
made public by the Commerce Depart- 
ment’s Office of Business Economics. 

The total contributed by employers to 
private welfare and pension funds in 
1949 was estimated at $2,059,000,000. 
Steel, auto and other pension plans be- 
gan to take effect in 1950. Payments in 
1950 were estimated at $2,804,000,000, 
rose to $3,125,000,000 in 1951, and then 
to $3,436,000,000 last year. 

Employers paid out large sums also 
for compensation for injuries. Payments 
in such cases were estimated at 885 mil- 
lion dollars for last year, compared with 
643 million in 1949. 

Pay for military reservists amounted 
to 283 million dollars in 1952. This bill 
increased by 39 million dollars since 
1949. 

In addition to these costs, employers 
last year chipped in $4,847,000,000 in 
contributions to Government insurance 
programs, such as Social Security's old- 
age and unemployment benefits. The 
cost of Social Security was not included 
in figures on payments to private pen- 
sion and welfare funds. The “social in- 
surance” item—for Government programs 
—has increased from $3,503,000,000 in 
1949. 

When social-insurance payments are 
added to the welfare bill, and a few 
miscellaneous payments, the employer’s 
total for extras—above wage and salary 
payments—ran to $9,585,000,000 for 
1952. This supplemental bill was 5.6 per 
cent higher than in 1951. It is 46.1 per 
cent above 1949. 

Despite this increase, however, there 
has been little change in the ratio of sup- 
plemental benefits to wage and salaries. 
The average employer in 1952 paid out 
5.2 cents for these extra benefits for each 
dollar of wages. The payment in 1949 
was 4.9 cents in extras for each dollar in 
wages. 

This ratio has not changed much be- 
cause wages and salaries rose an esti- 
mated 38 per cent in that period. Em- 
ployers in 1952 paid out $183,643,000,- 
000 in wages and salaries, the Commerce 
Department estimated. This figure in- 
cludes most of the so-called fringe 
items, such as pay for holidays and va- 
cations. 
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More than a billion heads of lettuce 
went to the markets of the U.S. over 
S.P. lines last year. 

That much lettuce would fill a train 
of refrigerator cars 720 miles long, and 
constitutes almost four fifths of the total 
lettuce crop of the country. 


A lot of lettuce 
That’s a lot of lettuce—and so is the 
$111,157,000* that went into the pockets 
of Golden Empire lettuce growers. 

Naturally, lettuce must be crisp and 
fresh when it is delivered to every cor- 
ner of the country, or else nobody 
would buy it. 

Part of the secret of getting enor- 
mous quantities of lettuce (or any other 
perishable fruits or vegetables) to dis- 
tant markets in prime condition is 
S.P.’s great fleet of refrigerator cars. 


38,000 “reefers” 


These cars—38,000 of them—make 
up the world’s largest “reefer” system. 
(More than 10,000 new ones have been 
added since V-J Day.) They operate 
under the banner of Pacific Fruit Ex- 
press (half-owned by Southern Pacific) . 

But it takes more than refrigerator 
cars alone to market the Golden Em- 
pire’s produce effectively. It also takes 
S.P.’s swift and flexible scheduling of 
these cars—plus an intricate process 
known as “diversion,” which permits 
shippers of strategic carloads of fresh 


fruits and vegetables to change desti- 
nations en route at the drop of a phone 
call, to meet more favorable market 
conditions. 


Expanding the market 


Such service enables the Golden Em- 
pire’s producers of perishables to sell 
competitively almost anywhere in the 
country. Thus, S.P. has helped the 
commerce of the Golden Empire grow 
by expanding the market for things 
the area produces. And almost every 
resident benefits, either directly or in- 
directly. 

For proof, let’s look at the record: 
From 1941 to 1950, the average income 
of the people in the Golden Empire rose 
184.6% —a better showing than the rest 
of the U.S. 

And S.P. intends to continue to pro- 
mote—through service—the healthy 
growth of the Golden Empire, to the 
advantage of everyone. 

*Statistical Abstract of the U.S., 1952. 


OREGON 
CALIFORNIA 
NEVADA 
UTAH 
ARIZONA 
NEW MEXICO 
TEXAS 
LOUISIANA 


SouTHERN Paciric Company, D. J. Russet, President, HEADQUARTERS: SAN FRANCISCO « Houston 
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| News - Lines 


What you as a businessman 
CAN and CANNOT do 
as a result of federal court 
and administrative decisions: 





YOU CAN perhaps get a postpone. 

ment of a collective-bargaining 
election in your plant if you are plan- 
ning a big expansion of your working 
force in the near future. The National 
Labor Relations Board refuses to hold 
an election, requested by a union, under 
such circumstances. 


YOU CAN now refer to the federal 

tax-collection office as the Internal 
Revenue Service. This is the new name 
officially given to the old Bureau of In- 
ternal Revenue by the Secretary of the 
Treasury. 


YOU CAN, as a trader who buys and 

sells securities for your own account, 
take an income tax deduction for your 
stock-transfer taxes. The U.S. Court 
of Claims, in setting aside a Treasury 
ruling, holds that such stamp taxes may 
be deducted as business expenses, and 
need not be capitalized. 


YOU CAN, as a manufacturer, proba- 

bly get enough copper for your 
needs in the fourth quarter of this year. 
Defense Mobilization officials predict 
that, on the basis of the present outlook, 
there will be an adequate supply of the 
metal at that time. 


YOU CAN, in a dispute over settle- 

ment of your Government con- 
tract, sometimes obtain a ruling from a 
joint Board of Contract Appeals at the 
Pentagon. This Board is named as the 
court of last resort on settlements re- 
sulting from terminations of contracts at 
the convenience of the Government. The 
Board is made up of representatives of 
the three armed services. 


* * * 


YOU CAN find out from the Federal 

Communications Commission about 
important changes in its rules govern- 
ing priority in considering applications 
for licenses to operate new television 
stations. Under the changes, some big 
cities no longer will have the priority 
that they formerly received. Uncontested 
applications for stations still will get 
first priority. 
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m YOU CAN express your views on a 

proposed ruling of the Federal Trade 
Commission, under the Wool Products 
Labeling Act, to cover cases where wool 
products contain synthetic fibers. The 
Commission says that it will consider 


opinions and arguments, in writing and 


in duplicate, that are received at its 
Washington headquarters by August 17. 


* *« * 


YOU CANNOT, during a union or- 

ganizing drive in your plant, safely 
tell your employes that there will be no 
raises until the union question is settled. 
NLRB rules that an employer interfered 
with the Taft-Hartley rights of his work- 
ers When he made such a threat. 


* * * 


YOU CANNOT legally tell your em- 

ployes, just before a representation 
election, that they may lose their annual 
bonus if a union wins the election, The 
Labor Board holds that a threat by an 
employer that the workers might not re- 
ceive their customary year-end bonus 
was a violation of the Taft-Hartley Act. 
The results of the election, which was 
lost by the union, are set aside by the 
Board and another is ordered. 


% 


YOU CANNOT, as a director of a 
trust company and a director and 
officer of other corporations, take a busi- 
ness-bad-debt deduction for your loss 
on a loan to the trust company, The 
U.S. Tax Court rules that such a loss 
was not deductible as a business bad debt 
since the taxpayer was not engaged in 
trade of business related to the loan. 


* * * 


YOU CANNOT expect to get an un- 

limited supply of the metal titanium. 
The metal, which is being tried out as a 
substitute for aluminum and nickel-steel, 
is placed on the list of scarce and critical 
materials by the Office of Defense Mo- 
bilization. Titanium is important because 
it is light, withstands heat and is non- 
corrosive. 


* * * 


YOU CANNOT any longer buy sur- 

plus wheat from the Government 
for export. The Commodity Credit Cor- 
poration stops the sale of its wheat in 
the Northwest because there now is 
enough commercial supply to fill export 
requirements. In other areas, sale of the 
CCC grain for export already had ended. 





Conclusions expressed in these paragraphs 
are based upon decisions and rulings of 
courts and Government bureaus. In making 
their decisions, courts and bureaus consider 
many facts which, for reasons of space, can- 
not be set forth in detail. U. S. News & 
Wortp Report, on written request, will 
refer interested readers to sources of this 
basic material. 
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More and 


“Better Seating Gave Us 


Better Work 


SAYS MR. JOHN PADULO 
BUSINESS MANAGER 
THE AMERICAN WEEKLY, 
A HEARST PUBLICATION 


*$31.00 in Florida, Texas 
and 11 Western States. (Zone 2) 


Left: 20LASidechair. * 
With a , tubular 
O ($28.50 





legs. $2 
in Zone z 
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Right: 18TA Execu- 
tive chair. Tilting 
seat, with arms, 
drawn base. $47.50 


($49.50 in Zone 2). 
Other models also 


available. 


HAMILTON MANUFACTURING 
CORPORATION 
COLUMBUS, INDIANA 


Also available in Canada, Alaska and Hawaii 
through authorized COSCO dealers 
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BETTER SEATING means BETTER WORK 





MODEL 15F THE COSCO SECRETARIAL 


3 95° 
ONLY ma 





The COSCO SECRETARIAL 
Designed by Seating Engineers 
to Reduce Fatigue — 
Increase Efficiency 


Businessmen are learning that 
fatigue, work-lag and absenteeism 
drop when correct seating is given 
consideration. That's why so many 
are choosing this COSCO Secretarial 
for...Typists, Switchboard Opera- 
tors, Secretaries and Clerks. Here’s 
a posture chair you can adjust 4 ways 
to fit your body, and your idea of 
comfort...in a matter of seconds— 
with no tools. And you sit on a 
foam-rubber-cushioned, saddle- 
shaped seat that’s luxuriously com- 
fortable. Sturdy, all-steel construc- 
tion, one-piece ‘‘FORM-FLO” 
base...and bonderized, baked-on 
enamel finish assure its long life and 
lasting beauty. You can choose from 
harmonizing colors of durable 
Du Pont ‘‘Fabrilite’’ or Goodall 
‘Claremont’ upholstery. For full 
details, mail coupon today. 


== Please attach Coupon to your letterhead -—; 


COSCO Office Chairs 
Hamilton Man sturing Corporation 
Dept.US7,Columbus, Indiana 





Yes, I should like to have your data on better 
office seating. | am especially interested in 

DO Secretarial chairs 0 Executive 
D Side chairs chairs 
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ii 


FREIGHTER’S BOW NEARLY SEVERED—The collision practically cut the 
Cape Hawke’s bow in half. In addition to the damage that is visible in 
this photograph, the deck plates were badly torn and buckled and some 
of the deck machinery wrecked. 


THE BOW IS REBUILT— With the vessel in drydock the new transverse 
frames, or ribs, and shell plates, were installed. All these parts had been 
fabricated in the yard’s shops where they were formed into the exact 
shapes required to fit into place. 


TORN AND BUCKLED STEEL REMOVED—AIl damaged material above 
the water line has been removed at Bethlehem’s San Francisco shipyard. 
Right after this picture was taken the ship was drydocked so that damaged 
underwater portions of the bow could be removed. 


SHIPSHAPE AGAIN—Her new bow complete, the damage and de- 
struction to deck and deck machinery repaired, the Cape Hawke is 
ready to go to sea. In addition to other damage, considerable piping 
and electrical wiring affected by the collision had to be replaced. 


Freighter crippled in collision gets new bow 


When a ship needs emergency repairs 
time is of the essence. 

Shortly after the diesel freighter 
Cape Hawke set out from Stockton, 
Calif., for Europe, carrying a general 
cargo and bulk grain, she was dam- 
aged in a collision that practically cut 
her bow in half. 

The vessel made San Francisco 
under her own power, and went into 


drydock at Bethlehem Steel’s shipyard 
there. Three days later, after making a 
survey to determine the full extent of 
the damage, the San Francisco Yard 
received the “go-ahead” to begin work. 

The broken and twisted plates and 
framing were removed. A complete 


new bow was fabricated and installed. 
Damaged deck machinery and equip- 
ment were replaced or repaired. In 
something like three weeks after the 
repair work began, the Cape Hawke 
was fit and sound again, ready to re- 


sume her long voyage. 
seTHUeHEM 
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Trend of American Business 











24th and N Streets, N.W. 
Washington, D.C. 


Defense production is past the peak, headed down. That's the conclusion to 
be drawn from fourth-quarter, 1953, metal allotments to defense projects. 

Here are the allotments for October-December against July-September: 

Steel: 1.8 million tons, compared with nearly 2.3 million tons. 

Copper: 217.5 million pounds, against 243.7 million pounds. 

Aluminum: 203.6 million pounds, against 223.9 million pounds. 

Cuts approximate 20 per cent for steel, 10 per cent for the other metals. 
Allotments will meet in full programs for the armed services and atomic energy. 








These cuts do not mean that arms output will drop immediately and sharply. 
A good deal of the metal for the quarter will not be processed into end items 
for several months, maybe a year. But curtailed Supplies do portend that arms 
no longer can be counted on to add to business expansion. 


There are other signs, too, of forthcoming cuts in military production. 

Jet engines were cut back some weeks ago. 

Cargo-plane contracts have recently been canceled. 

Cutbacks also have been ordered for trucks and medium tanks. 

Ammunition output is likely to fall if fighting stops in Korea. 

Aircraft program very likely is to be concentrated in fewer plants. 

Actually, a major policy of present defense officials is to cut costs by 
concentrating production in fewer, more efficient plants. The former idea of 
building a broad production base, partly used, that could be expanded quickly in 
case of war, is being modified. 




















Real meaning of the trend in the arms program is that civilian industry is 
being given the responsibility for keeping business activity high. Defense 
spending no longer is to act as a pump primer. 


Employment figures tell the story of what's happened to American business 
Since the outbreak of the war in Korea and the defense build-up. 

Total employment, outside of farms, increased by 5 million from June, 1950, 
to June, 1953. That's the largest increase for any three-year period since the 
all-out mobilization of World War II. 

Manufacturers of durable goods added the most workers--2 million. 

Nondurable-goods plants added only a modest 300,000 to their work force. 
The gain here occurred in chemicals, paper, petroleum, rubber. Textile mills 
actually were employing 3 per cent fewer people in June than before Korea. 

Other gains in nonfarm employment were made in construction and in trade, 
both wholesale and retail. That is a reflection of the building boom and the 
sharp increase, since Korea, in consumer buying. Employment in construction, 
although above 1950, was lower last June than in June of 1951. 
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TREND OF AMERICAN BUSINESS--(Continued) 


Pace of the boom also can be measured by employment figures. 

First 12 months after the Korean outbreak saw 3 million workers added to 
nonfarm pay rolls. Half of this gain was in manufacturing, mostly in metals. 

Second 12 months produced a modest increase of 500,000 workers..: This came 
mostly in Government, trade and finance. Factory employment was stable. 

Final six months of-1952 brought another sharp upsurge in employment, as 
consumer-goods industries increased activity. There was not any sharp gain in 
this period in military output or in-industrial equipment. 

First six months of 1953 has shown virtually no change in employment. The 
month-to-month fluctuations are traced by the Bureau of Labor Statistics to the 
usual seasonal changes. Current tendency is for employment to level off. 

















Employment trends thus can be interpreted as a sign that the boom reached 
its peak very early in 1953 and has held fairly steady since that time. 

This conclusion is confirmed by other trends. 

Industrial production has varied very little since January. 

Retail sales also have held to a narrow range since early 1953. 

Consumer prices haven't varied very much either. The June price level hit 
a new high, but it is only slightly above last January. 

These are sure signs that the boom has lost its punch. They are. rather 
strong indications that the next turn probably will be downward. 














Business firms are paying their bills a bit less promptly. 

Payments until recently usually were made within 30 to 60 days after bills 
were submitted. Now payments often run from 90 to 120 days. 

Credit record as reported by Credit Research Foundation is this: 

For manufacturing firms: 90.5 per cent paid up promptly a year ago; now 
only 87.8 per cent are making prompt payments. 

For retailers: 84.2 per cent prompt last year; 81.4 per cent now. 

For wholesalers and jobbers: 87.4 per cent, against 86.2 per cent. 

There's nothing alarming in these figures. Most obligations are being met 
on time. Defaults are few, slow accounts small. But the slight increase in the 
number of slow payments may be a faint sign of slowing business activity. It's 
a companion figure for the rising trend in business failures. (See page 50.) 

















Renegotiation Act, when extended, is likely to be toned down. The House 
Ways and Means Committee recommends these exemptions: 

Synthetic-rubber purchases for eventual use in civilian products. 

A part of machine-tool purchases. The formula provides that, if a tool at 
$100,000 has a useful life of 20 years, only the profit on $25,000 can be subject 
to renegotiation. Idea is that defense use can be only a portion of useful life. 

Standard commercial articles. Committee feels that standard items are 
policed by competition, so Government need not bother with renegotiation. 

Renegotiation Act itself is likely to be extended to Dec. 31, 1954. Present 
act is scheduled to expire on Dec. 31, 1953. Idea of renegotiation is to 
recapture excessive profits earned by defense contractors. 














Room air-conditioners are enjoying a boom in popularity. Shipments so far 
this year are running 215 per cent ahead of last year. The industry now counts 
on selling more than 1 million units, against 365,451 in 1952. 
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this IDEA from Remington Rand... 
gives you 6 days’ typing in 5 days’ time 


You don’t have to add more typists to the payroll for the 
additional production you need. High-speed Remington Elec- 
tric Typewriters can step up typing output so remarkably that 
one typist is able to turn out six, even seven days’ typing in a 
regular five-day week! This astonishing fact was proved by a 
customer study conducted under actual office conditions. 

How is this possible? Simply because it’s so much faster 
and easier to type with the Remington Electric Typewriter. 
More accurate, too! Electricity does the work; controls the 
keyboard, shifts, even returns the carriage automatically at the 
touch of a key. 

Shelby Construction Co., of New Orleans, found the Rem- 
ington Electric saved almost 50%, of the time needed to pre- 
pare financial statements. Caterpillar Tractor, with 100 electric 
machines on the job, reports increases as high as 25%! 


PROFIT-BUILDING IDEAS FOR BUSINESS 


More distinctive letters—Since electricity, not the typist’s touch, 
controls the impression, absolute evenness of printwork is 
assured. You'll find every letter is as sharp, crisp and con- 
sistently uniform as fine printing. Even when typed by the 
newest, most inexperienced girl in your office. 


15 Carbons at a typing — No more “double-typing.” The Rem- 
ington Electric’s power-printing and exclusive Impression Con- 
trol gives you up to 15 legible carbons—all with a single typing. 
See a free demonstration in your office and we'll prove it. 


Other Profit-building ideas— Your Remington Rand man can 
suggest many other money-saving ideas. Ideas using electronic 
methods, punched-card methods, visible records, etc. Give him 
a call at your nearest Remington Rand Business Equipment 
Center today. He’s listed in your telephone directory. 


A 
THE REMINGTON hittin TYPEWRITER 


DOESN'T COST—IT PAYS! Write today for free demon- 
stration or some eye-opening facts and figures in the 
free 16-page book “Dividends of Remington Electric 
Typing” (RE 8612). Address requests to Remington Rand, 
Room 2890, 315 Fourth Avenue, New York 10, N. Y. 





GOVERNOR STEVENSON LOOKS 
AT THE WORLD’S PROBLEMS 


Text of Press Interview With Presidential Nominee of 1952 


Adlai Stevenson, the Democratic nominee 
for President of the United States in 1952, is 
now completing a five-month tour that has 
taken him around the world from Korea to 
Western Europe. 

What impressions has he formed of U. S. 
allies? What does he think of the policies 


By Radio Telegraph From Paris 


Governor Stevenson: This is next to my last visit on a 
long journey. 

Somebody asked me yesterday what the journey was like, 
and I said, to coin a phrase, that I thought the journey had 
been fascinating, fatiguing and fattening—and perhaps the 
major contribution to the fattening is coming to Paris. I have 
spent so much money that I am flying to London on a tour- 
ist plane. 

The principal purpose of this journey was Asia and the 
Middle East, rather than Europe, and perhaps I can impose 
on you long enough to say that as an inexperienced observer, 
the gallantry of the French Union forces fighting with the 
Vietnam forces in Indochina was something I shall never 
forget, because the character of that ugly war cannot be for- 
gotten by any first-hand observer. 

This, after all, is a press conference—for you to ask ques- 
tions rather than for me to talk to you. Are there any ques- 
tions? I hope your mercy is tender. 

Q What effect do you think “McCarthyism” has had on 
the relations between the United States and other foreign 
countries? 

A That is what I call an easy question. Perhaps I can an- 
swer it in one word: “Bad.” I have, as I have said before, 
been disheartened by the precipitate decline in American 
prestige and leadership abroad, to which this current in- 
firmity has contributed. 

Q Could you tell us what you think about future relations 
between the U.S. and China—particularly the possibility of 
a resumption of diplomatic relations? 

A Obviously this, like all major international questions, 
will have to be faced. It seems to me it is entirely premature 
at this time to either surmise or conclude what will or should 
be done, because let us bear in mind that Red China is still 
killing Americans as fast as she can, and fighting with the 
U.N. tooth and toenail. And let us also remember that were 
it not for the support of Red China, the U.S. and France 
would not be engaged in this bloody and costly war in Indo- 
china. 

Q Did you see or hear anything in your recent trip in 
the Far East to give us any insight as to the new tactics of 
Soviet policy? 

A Perhaps it is less what I have seen and more what I have 
heard that is important. While I have seen a good deal, I have 
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America is following abroad? How does he 
see the changes now under way inside Russia? 

Mr. Stevenson answered questions at an in- 
terview in Paris on July 22 in which he dis- 
cussed these and other topics. U.S. News & 
World Report presents on these pages the text 
of the questions and Mr. Stevenson's answers. 


heard much more. It seems to me that the guessing about 
Soviet intentions is profitless for an amateur and I shall not 
therefore presume to answer your questions with any 
authority. 

I would say this: 

We must always be cautious about confusing strategy and § 
tactics. In my journeys since the death of Stalin, I have found 
virtually unanimous opinion in the capitals of the world that 
while the tactics have changed, the strategy has not. 

I think the current objectives of the Soviet Union are (1) 
to divide the Allies in the West; (2) to keep Germany from 
identifying itself with the Western community, and (3) to 
frustrate the European defense program. There is also a con- 
siderable body of opinion, and some of it is what I would 
call the most enlightened, or the most educated and reliable, 
which looks forward to increased interest in Asia. 

A Frenchman—and a very prominent one—reminded me 
of La Fontaine’s fable about Boreas and Phoebus, or we will 
call it, the talk between a sun god and the god of the north 
wind on the subject of which of them could get a man to take 
his coat off first. Boreas blew and blew and blew, and the 
man only drew his coat tighter and closer about him, and 
then Phoebus shone, and the man quickly took his coat 
off. Perhaps Phoebus Malenkov will try to do with 
warmth what Boreas Stalin tried to do with a cold and chilly 
wind. 

Q Do you agree with the scheme for sending food to East 
Germany? 

A I am not an authority on Soviet intentions, nor on psy- 
chological warfare. I hope it serves a useful purpose. I think 
it would be a great misfortune if East Germany got the im- 
pression that the U.S. was saying, “Well done, boys, and here 
is a can of beans.” 

Q There have been considerable reports that the general 
thinking in India is that there is an inherent competition 
between Russia and China which will in the end help to take 
off some of the pressure and create a balance. Did you find 
that this was the general consensus of opinion during your 
tour in India? 

A I don’t think I can say more than that India is con- 
vinced that China will never be a satellite to the Soviet 
Union. 

Q A few weeks or so ago an unofficial report in the U. S., 
based on a study made in France, indicated that in their 
opinion the French were making use of U.S. aid and not 
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ying a sufficient amount of taxes. Have you been able to 
study the question, and what is your opinion? - 

A The French tax burden represents approximately 33.7 
per cent of the gross national production, which is one of the 
highest in the world—considerably higher than the Ameri- 
can tax burden, where the ratio is only something in the area 
of 26.4 per cent. This is one of the myths about France. It 
has currency in my country. 

In saying this, however, I don’t mean to say for a moment 
that I think the French tax system is good, or that there is 
no evasion. I must say that I don’t think it is a good system 
and I think it needs a thorough overhaul, and in effect a dis- 
proportional amount falls on those the least able to pay. I 
have not actually got the figures in mind, but some 85 per 
cent of the French tax burden is in indirect taxation and only 
about 15 per cent in direct taxation. 

You have now got me at a point where I could make a long 
speech about public administration, and I think I will sit 
down. 

I would add that this reminds me of a story: During the 
war, a young officer in the Naval Department was asked how 
much a certain project would cost. He replied, “The cost of 
this program will be $3,000,694.81, approximately.” 

Q Has this trip given you a new insight into the social 
question in the United States? 

A There is no doubt that our social question at home has 
been exploited by our enemies abroad very effectively, and 
many misapprehensions have been created about the depth 
and severity of the problem and our efforts to solve it. As to 
whether my trip has provided me with new ideas about its 
solution, I cannot say that it has. 

There are similar problems in many places in the world, 
actually. I suppose I go home with the same view as when I 
left, that this is a problem that must be solved and in fact 
that we are “en train,” that is, we are on the way to solving 
it. 1 have not done very well with you. [Mr. Stevenson, after 
the translation of the above remarks, wished to stress that 
enemies raised these questions as propaganda. ] 

Q May we have your attitude to Sir Winston Churchill's 
stillborn proposal for a conference without too many experts 
and no agenda? 

A I am sorry to say that, although I do not think you are 
a Republican and trying to catch me. I don’t understand the 
question. 

Q You know that Sir Winston Churchill made a proposal 
calling for a Big Four power talk at the earliest moment, 
and he said that the talks should be carried out without an 
agenda and without too many experts. That led to the foreign 
ministers’ meeting in Washington, and now Churchill’s pro- 
posal’ seems to have been forgotten. 

A Perhaps I can say that generally speaking (and my po- 
sition has been made clear many times), I believe that 
the doors to the conference room should always be kept open, 
and when we close them, we open them to war. 

As to specific merits of the proposal of the Prime Minister, 
I don’t think I can express a view now as to what I thought 
at that time. I think that what we are doing is all right, and 
I think that perhaps it was just as well that we didn’t have 
what might have been premature talks at the time the pro- 
posals were made. The best proof of that is what has hap- 
pened in both East Germany and the Soviet Union in the 
interval. 

Q Did you bring back any new ideas on the mission of 
America as a great democracy? 

A Yes, I did, but as long as none of you can vote in the 
United States, I am not going to make my speech here. 

Q I don’t know whether you paid a visit while you have 
been over here to the OEEC [Organization for European 
Economic Co-operation], which has its seat here in Paris, 
and which, as you doubtless know, is the only collective in- 
ternational body which deals with economic problems at 
government levels. They are perturbed by the inertia of 
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America when confronted by the difference between dollar 
and nondollar groups, which is perhaps due to congealed re- 
lations between the executive and legislative in Washington. 
Have you any comment to make on what might be a positive 
approach on the American side of this matter? 

A It is hard for me to masquerade as a politician, but 
when you ask me to masquerade as an economist, you really 
give me trouble. 

I know the problem. Evidently we have to face the fact 
that one of the basic objectives of the Marshall Plan has not 
been fulfilled, and that is the elimination of the dollar gap. 
The problem to which you refer demands the attention of 
our Government and in a most serious way. I have no reser- 
vations about that. 

Whether the atmosphere now is a result of what you so 
deftly call a “congealing process in Washington,” I don’t 
know. Perhaps there are other contributing factors. I am 
afraid I have not answered your question, and I am afraid 
that if I talk any farther it would be quite apparent to you 
that I should not. I may add to that, that I have a personal in- 
terest, because I am involved in the same thing. 

Q Do you think that the American Government has un- 
derstood the ambition of certain Asiatic countries, especially 
Indonesia, Burma and the Vietnam, for self-government? 

A I think it is clear that our adversaries have exploited for 
propaganda purposes American identification with the so- 
called “colonial powers,” and I think there is an unhappy 
feeling in Asia that America is not either wholly understand- 
ing or sympathetic with the new spirit of anticolonialism and 
nationalism which has emerged as such a force in the world. 
I don’t think this is altogether just. , 

Only the circumstances of our world, and the political prob- 
lems that we confront, have given a color to America which 
doesn’t coincide accurately to our devotion to the principle of 
freedom and self-determination. I could talk to you at some 
length about the three above-mentioned countries, but you 
must excuse me now. I think it is safe to say that what Ameri- 
can intervention did to assure the independence not only for 
Indonesia but India was not overlooked by the responsible 
people who understood and appreciated. I think you have to 
disassociate peoples from governments in the general impres- 
sions that exist about American concern with the emerging 
new governments. 

Q During your electoral campaign we read in our papers 
that you were afraid of being elected because in two or 
three years’ time you would not know how to avoid being 
called a warmonger and an appeaser. Have you found the 
answer? 

A I don't believe that either Plato or Socrates found the 
answer to that one, and I have not either. I think one of the 
main difficulties and saddest problems democracies have to 
face is the problem of maintaining flexibility, and I have seen 
many examples of it where political leaders become the 
prisoners rather than the leaders of the people. 

States of mind, public opinion, often lag behind the neces- 
sity for action, and when people become inflamed with an 
objection or a view or an attitude, it is often very difficult for 
them to alter that to accommodate changed circumstances, 
and when their leaders do it, they are appeasers, compromis- 
ers, and sometimes traitors. 

This is one of the old and ever-new complications of demo- 
cratic government when you have to take into account public 
opinion. It is a very good question, and when you get the 
answer, let me know. 

I would like to thank you for your kindness to me and your 
tender mercy and your gentle questions. May I admit, too, 
that I feel that the McCarran Act should be amended with 
regard to the French quota before there are any more 
elections in America. 

(The foregoing is a stenographic transcript of Governor 
Stevenson’s conference with a group of European and Ameri- 
can correspondents.) 
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HERE’S ONE TAX GOING UP 


Rise of a Third on Pay-Roll Tax Due January | 


Get set for a tax rise next 
January 1. The Social Security 
pay-roll tax is scheduled to go 
up on that date. 

What it means is a billion dol- 
lars added to the U. S. tax bill— 
and not one penny of it will go 
to balance the budget. Result, in 
fact, will be less revenue for 
budget balancing. 

Congress could change all this 
—but nothing is stirring yet. 


A tax increase, for just about every- 
body in the country, is scheduled for 
next January 1. This rise, overlooked 
in the fight over tax-cut proposals, is 
in the Social Security pay-roll tax. 

The billion-dollar tax boost already is 
provided for in law. And, so far, no ac- 
tion is being taken to head off the rise in 
the closing days of this session of Con- 
gress. What is to happen automatically, 
under present law, is this: 

Wage and salary earners, more than 
40 million of them, will begin January 1 


to pay a Social Security tax of 2 per 
cent on their earnings, up to $3,600 of 
pay in a vear. They now pay 1? per cent 
on the first $3,600 they earn. 

Employers, about 4 million of them, 
will begin January | to pay this same 2 
per cent rate on the first $3,600 of salary 
or wages they hand out to each employe. 
They now pay 1% per cent. 

Self-employed persons, about 5 mil- 
lion of them, will start January 1 to pay 
a tax of 3 per cent on the first $3,600 
that they earn in a year. The tax they 
now pay is 24 per cent. 

That, briefly, is the percentage rise 
now set to begin in 1954. More increases 
would come in 1960, 1965 and 1970. 
Actually, some or all could be postponed 
by Congress. The President has recom- 
mended that the tax be frozen at present 
rates until a new study can be made. 
The hard fact, though, is that not even a 
start has been made to give the Presi- 
dent what he asks before Congress ad- 
journs. 

Result is that a 3-billion-dollar cut in 
individual income taxes, now scheduled 
for January 1, seems likely to be offset 
in large part by a rise in the pay-roll tax. 
For millions of workers, the deeper bite 
of the pay-roll tax will take away more 


dollars than are saved on thc income 
tax cut. 

For most corporations, the added pay- 
roll levy will be a net increase in taxes. 
since only about one in eight corpora- 
tions will receive any relief {from the 
death of the excess-profits tax on De- 
cember 31. No other relief is due for 
corporations unti! April 1, 1954—and [ 
even that may be postponed. 

What it means, in terms of dollars 
and cents taken out of the pay checks of ] 
workers—and paid by employers —is this: 

Factory workers, clerks, business ey- 
ecutives, just about all of the country’s 
employes, starting in January, will find 
their pay checks reduced by $15 a year, 
if they make as much as $3,600 a year, 

Specifically, $72 a vyvear—instead of 
$54—will be withheld from pay checks 
of employes earning as much as $3,600, 

Exceptions, of course, are cinployes 
who are not now covered by Social Se- 
curity—about 11 million of them. 

About 4 out of 5 wage and salary 
workers, though, are covered by Social 
Security, and will pay the higher tax- 
if Congress fails to postpone the rise. 

So will self-employed —persons—ex- 
cept for about 3.9 million farm operators 
and 900,000 professionals such as doctors 





PAY-ROLL TAX: A Bigger Load Ahead 
Worker Who Gets $3,600 or More 


Employer, Worker 
Each Pays: 


(Based on 
present law) 


Together 
They Pay: 


Self-Employed, Earning 
$3,600 or More, 
Pays: 
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and lawyers. Actual payment of the 
higher rate, though, will not come for 
glf-employed persons until early 1955, 
when they pay their 1954 Social Securi- 
ty taxes along with their income taxes. 
‘What the rise will amount to, for self- 
employed persons earning $3,600 or 
more a year, is $27—as the table on page 
66 shows. Specifically, the tax take from 
each will go from $81 to $108. 

For employers, meanwhile, the dollar 
rise in the Social Security tax is to de- 
pend on the size of the company’s pay 
roll-or that part of the pay roll made 
up of the first $3,600 of each worker’s 
annual wage or salary. 

Take, for example, a company with 
500 employes, few of whom get much 
less than $3,600 a year. The company 
now pays a Social Security tax of around 
$26,000 a year on its pay roll. Next year, 
that tax will come to $35,000. Not all of 
that $9,000 tax rise will be an added cost 
to the company, since a cut in earnings by 
that much will mean a reduction in the 
firm’s regular income tax bill. Still, the net 
increase in taxes will be substantial. 

Pay-roll tax freeze, however, is al- 
most sure to get at least cursory consid- 
eration in the time remaining before 
Congress adjourns. In the past, Congress 
often has postponed scheduled increases 
in the levy. Now, the Administration— 
supported by much of the business com- 
munity—wants it done again. Idea is to 
keep the pension program as is until a 
new study can be made of major changes 
that have been proposed. 

One such change is to abandon the 
idea of building a huge pension reserve. 
If that should be done, and a pay-as-you- 
go plan adopted, the pay-roll tax could 
be frozen for years, until rising benefit 
costs forced an increase in the tax. 

Strong opposition, however, is develop- 
ing in Congress toward the proposal to 
freeze the pay-roll tax. Democratic mem- 
bers of Congress—and many Republi- 
cans—are convinced that the scheduled 
tax increase is needed to keep the pen- 
sion program on solid ground. Their 
position is being bolstered by a new off- 
cial report that shows pension costs rising 
much more rapidly than expected. 

For example, the total cost of Social 
Security benefits in the year ended June 
30 was supposed to have been less than 
2.3 billion dollars—according to official 
estimates made only a year ago. Actual 
cost of those benefits in the year was 
nearly 2.6 billions. At least a part of that 
extra cost was added by 1952 amend- 
ments to the program. 

In the new fiscal year, just starting, 
benefits had been expected to cost 2.6 
billions. New estimate now recognizes 
an outlay of more than 3 billions. 

For the year ending June 30, 1956, 
the official estimate made a year ago put 
costs at just over 3 billions. Now the fore- 
cast is for 4 billions. 

(Continued on page 69) 
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New Booklet Ow 


GROUP INSURANCE 


Offered. By 
NEW YORK LIFE 


For the executive, labor leader or insurance administrator looking 
for a quick summary of what’s new in group insurance, here’s the 
answer. It’s complete . . . it’s illustrated . . . it’s readable. 


“Trends in Group Coverages,” by 
Wendell Milliman, is one of a series 
of lectures before the School of 
Business Administration of the 
University of Connecticut. 


If you’re looking 
for this type 

of information... 

Mail coupon for 

your copy today! 


New York Life Insurance Company, Group Dept. 
51 Madison Avenue, New York 10, N. Y. 


Please send me, free of any cost or obligation, a copy 
of your 32-page booklet, ‘Trends in Group Coverages.” 


NAME 





COMPANY. 





ADDRESS. 





STATE 
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‘““Why don’t you talk to the people at Chase?’’ 


““Chase’s Investment Service Department handles 
hundreds of problems just like yours each year.” 


“Sea air certainly didn’t brace you 
up, Ed. What’s bothering you?” 

“Oh, I’ve been sort of worried lately, 
Bill. With this new job of mine I no 
longer have time for my own affairs— 
my investments, for example.” 

“Why Ed, I was in the same fix 
some years ago, until a friend of mine 
told me about the Chase National 
Bank’s investment service. I’m glad 


he did, for it was just what I needed.” 

“Oh sure, I've heard of that Chase 
service. But I thought it 
corporations—and big ones at that.” 

“Not at all! Most of their custom- 
ers are individuals — investors with 
holdings of $100,000 and up. 

What’s more, the management of 
your portfolio would be guided by 
the policies of people at Chase who 


was only for 


arrange programs for some of the 
biggest investment funds. Men who 
spend all their time studying trends 
in different industries and their ef- 
fects on security prices would be 
working for you. And believe me, 
they can do a real job.” 

“Bill, that sounds fine, but isn’t it 
awfully expensive?” 

“You’re in for a surprise on that 
score, Ed—and a pleasant one. Why 
don’t you drop down and talk to the 
people at Chase?” 













Afew days later I did talk to Chase 


“An officer of the Investment Service 
Department and I talked over my 
finances —in strictest confidence, of 
course. He asked for a list of my hold- 
ings which I sent him. 

“About a week later, I got Chase’s 
preliminary report. I was pleased by 
the thoroughness of their planning. 

“For example, they didn’t just tell 
me what they thought of my secu- 
rities. They told me how they fitted 
to my particular plans and problems. 
The plan they submitted was actually 
tailor-made to fit me. 

“Tomake along story short, I signed 
up for Chase’s Investment Advisory 
Service. Right away I found out 
that Chase gives you the personal 
attention and informed advice that 
make the difference between a boxful 
of securities and a real investment 
program. 

“Tlike the way Chase carefully con- 
siders my objectives before making 
recommendations. Long-range capi- 
tal growth is an important part of 
my program but, for me, conserva- 
tion of capital with a reasonable in- 
come return must come first. 

“To sum it up, I know now that ‘It 
pays to do business with Chase.’ ” 





Come in or write. Many Investment Serv- 
ice accounts are handled entirely through 
correspondence. Address 11 Broad Street, 
New York 15, or telephone HAnover 2-6000. 


It pays to do business with Chase 
THE 
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NATIONAL BANK 
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.. . Estimates of cost way up 
on Social Security pensions 


By 1956, in other words, pension out- 
lays are going to run 1 billion dollars—or 
one third—over the amount foreseen 
only one year ago. Part of that higher 
cost is the result of amendments made 
later in 1952, liberalizing the plan. A 
large part, though, is the result of a new 
and closer look at the program. 

Actuaries now are hanging a higher 
price tag on the whole system, with 
really sizable cost differences showing 
up for more distant years. For example, 
an official estimate made last year showed 
a total benefit cost of 9.4 billion dollars 
in 1980—even allowing for the 1952 
amendments. The new forecast is for an 
11.1-billion-dollar cost in 1980. 

These new projections of higher pen- 
sion outlays are counted on to stiffen op- 
position to the pay-roll tax freeze. 

Advocates of the tax freeze, though, 
may cite the budget-balancing problem 
to support their position. Paradoxically, 
a higher pay-roll tax will make a balanced 
budget harder to achieve. True, the 
higher tax will bring in a billion dollars 
or so of new revenues. But this will go 
into the Social Security fund. It will not 
be figured into the regular budget. 

The higher pay-roll tax, on the other 
hand, will reduce the revenues that do 
help to balance the regular budget. Busi- 
nessmen—noncorporate as well as cor- 
porate—will deduct the added _ pay-roll 
tax as a cost of doing business and, thus, 
reduce their regular income tax bills. 
That can mean the loss of several hun- 
dred million dollars of regular revenues. 

Prospect right now, though, is that 
the pay-roll tax will go into effect as 
scheduled. Millions of individuals and 
businesses, as a result, will have a tax in- 
crease to pay starting January 1. 





Drive for Cuts 
In Excise Taxes 


Excise-tax relief is in the wind again. 
A move started in the closing days of this 
session of Congress to loosen the tax laws 
where they pinch most. 

Movie theaters—5,000 of which have 
gone out of business since 1945—headed 
the relief list. Both houses of Congress 
voted to end the 20 per cent tax now 
paid on tickets to movies, and sent the 
measure on to the White House. 

Senator Eugene L. Millikin (Rep.), of 
Colorado,’ chairman of the Senate Fi- 
nance Committee, said his group favored 
exempting movies from the tax because 

(Continued on page 70) 
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Business with 
The NETHERLANDS 


“Tt beats the Dutch!” 


How vividly this phrase illustrates the 
world’s opinion of these industrious people! 
Traditionally, they always come through, no 
matter how serious the crisis. 

Chemical’s International Division has 
been privileged to play a prominent part in 
developing business between the United 
States and The Netherlands. Customers benefit from our 
experience and from the close world-wide relationships we 
have established over the years. They know they can call on 
Chemical with confidence. 


CHEMICAL BANK 


& TRUST COMPANY 


Founded 1824 


International Division 
165 BROADWAY, NEW YORK 15 
Member Federal Deposit Insurance Corporation 




















This announcement is neither an offer to sell nor a solicitation of an offer to buy any of these securities, 
The offering is made only by the Prospectus. 


NEW ISSUE 


200,000 Shares 


El Paso Natural Gas Company 
5.65% Cumulative Preferred Stock 


(Par Value $100 per Share) 


Price $100 per Share 


plus accrued dividends from June 1, 1953 


Copies of the Prospectus may be obtained in any State in which this announcement 
is circulated from only such of the underwriters, including the undersigned, as may 
legally offer these securities in compliance with the securities laws of such State. 


White, Weld & Co. 
Stone & Webster Securities Corporation The First Boston Corporation © Lehman Brothers 
A. G. Becker & Co. Blyth & Co., Inc. Eastman, Dillon & Co. 
Goldman, Sachs & Co. 
Lazard Freres & Co. 


Paine, Webber, Jackson & Curtis 


July 22, 1953. 


Glore, Forgan & Co. 
Harriman Ripley & Co. Kidder, Peabody & Co. 
Incorporated 
Merrill Lynch, Pierce, Fenner & Beane 


Union Securities Corporation 
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. . . Movie-tax repeal could 
start death of many excises 


“the movie industry was in distress and 
needed this help.” The Treasury, though, 
opposed the measure on the ground that 
it would cost 100 million dollars a year 
in revenue. Sponsors of the bill, thus. 
had no assurance that a veto would not 
greet their measure. 

Approval of the movie bill could open 
the floodgates for excise relief. 

Transportation industry, for example, 
has been pushing for a cut in the 15 per 
cent levy on fares. 

The gasoline tax—2 cents a gallon- 
and the cigarette tax of 8 cents a pack 
are under fire. So are 10 per cent on autos 
and 15 per cent on sport goods. 

The liquor tax has become a real issue. 
The Revenue Act of 1951 lifted the ex- 
cise rate from $1.80 to $2.10 for a fifth 
of 100-proof whisky. The liquor indus- 
try argues that the new tax is discrim- 
inatory, that it is damaging the industry, 
and that it is encouraging bootlegging. 
Demands for relief now are to be loud- 
er than ever. 

Liquor industry’s other relief bill—to 
postpone payment of the tax on distilled 
spirits—has been stalled in the Senate 7 
after passage by the House. That meas- §j 
ure is due for a revival. 

This rush to squeeze through the gate 
partly opened by the movie bill may re- 
sult in failure of any of these tax-easing 
measures to get through this year, or 
vetoes for some that do. 

Other tax measures, though, stand a 
real chance of ‘approval now. Under 
these bills, passed by the House: 

Movie stars, others who have managed 
to avoid U.S. income taxes by spending 
17 out of 18 consecutive months abroad, 
will find this gap closed. Income received 
abroad after April 14, 1953, will not be 
exempt if the House has its way. 

Those who build grain-storage facili- 
ties in the period 1953 through 1956 will 
be allowed to write their investments of 
in five years for tax purposes. 

Life insurance companies will con- 
tinue for one more year to report their 
income under a special formula. 

Estate taxes will be eased in special 
hardship situations. 

Corporations will get some relief. A 
House-approved bill extends the provi- 
sions that loosen tax rules for some cor- 
porations undergoing liquidation, for 
some that lose depreciation allowances, 
for others in specific circumstances. 

Servicemen in the combat zone of Ko- 
rea will get continued tax exemptions. 

These bills are just the beginning of 
what a Republican Congress and a Re- 
publican Administration hope to do to 
the federal tax code. 
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Business activity dawdles _ its way 
through the summer, the sum of its 
gains and losses pointing nowhere. 

Retail trade barely held its own in June. 
Food retailers and gasoline dealers— 
aided by price markups—showed 
some gains. 

Bellwether automotive outlets lost 
ground for the second month in a row. 
Taking seasonal factors into account, 
their sales were 6 per cent below the 
February level, though still about 8 
per cent above June, 1952. 

Food stores, furniture and appliance 
retailers and the  building-supply 
group had smaller sales than in June, 
1952. 

Sales of retailers are lagging behind 
the rise in personal income, as the 
top chart shows. 

Soft-goods stores managed to keep up 
in 1951 and 1952—in every quarter 
of those years their sales absorbed a 
larger part of personal income than in 
early 1950, before war in Korea. Now, 
in 1953, sales of soft-goods stores are 
taking a smaller share of consumers’ 
income than in early 1950, despite a 
slight improvement in the second 
quarter. 

Hard-goods retailers, whose dollar take 
fluctuated widely in the buying sprees 
after war broke in Korea, dropped 
back after the first quarter of 1951. 
Not until the first quarter of 1953 did 
they succeed again in getting as large 
a share of personal income as they 
had in early 1950. Now, sales of 
hard-goods_ stores have fallen off 
every month since February, while in- 
come has been rising. 


Incomes are not likely to continue for 


long their rise in the face of stable 


INDEX * 
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—PLUS & MINUS 
Latest Indicators of Business Activity 








or weakening sales—not at a time when 
goods are plentiful. If retail demand 
remains relatively weak, something 
may have to give. 


Employment in nonfarm establishments 


picked up moderately in June. At 
midmonth that job total stood at 
nearly 49.4 million, against just over 
49 million a month earlier. The gain 
was more than normal for the season. 
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Source: Commerce Dept. © 1953, By U.S. News Pub. Corp. 


Construction jobs, though, have made 


less than the usual gains this year, re- 
flecting the hesitancy in home build- 
ing. The gain from 2.3 million such 
jobs in March to less than 2.6 million 
in June was below normal for the 
period, and left the June total below 
the level of a year earlier. Publicized 
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plans of builders give no sign of an 
early recovery in construction jobs. 

July activity looks no slower—but no 
faster. 

Sales, on the department-store indica- 
tor below, are off slightly—1.6 per 
cent—in the latest week. 

Automobile output in the week ended 
July 18 reached a two-month high and 
headed for a scheduled record-high 
August, despite the relative slowness 
of sales and the pile-up of new and 
used cars in the hands of dealers. So 
far in 1953, autos have rolled off the 
lines 56 per cent faster than in the 
same period of 1952. 

Steel industry, keeping a sharp eye on 
auto output, scheduled operations at 
96.8 per cent of capacity, against 94.7 
per cent the week before. Pessimism 
in steel has been dissipated in recent 
weeks. 

Factory output in total, as shown on the 
indicator, shaded to 248 in the week 
ended July 18, from 250 in the pre- 
ceding week. Manufacturing activity 
seems unable to regain the higher 
ground occupied in early 1953. 

No business downturn this vear is the 
prospect now seen by a big majority of 
observers in Government and_ in- 
dustry. Few bets are being placed on 
the trend of business in early 1954, but 
the pessimistic view of late 1953 has 
given way to optimism. 

Businessmen, looking ahead, might well 
keep in mind that few if any down- 
turns have occurred when expected. 
No sudden changes in business activity 
are likely to be created directly by 
truce in Korea. Psychological reactions 
to an end of the fighting, though, re- 
main to be shown. 
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QUICK FACTS 
about NORTHWEST 
RESOURCES 


POWER: Northwest potential is 
38 million kilowatts. Grand 
Coulee Dam now supplies 1.8 
million kw. from the Columbia 
River. Garrison Dam on No. 
Dakota’s Missouri River will 
begin producing 400,000 kw. 


WATER: One geodetic station 
measures the Columbia River 
flow at over 1.4 million gallons 
per second. Other rivers— Mis- 
souri, Snake, Clarks Fork, 
Yellowstone, Yakima and Des- 
chutes total 700,000 gallons per 
second. 


RAW MATERIALS: Williston Ba- 
sin is a spectacular new oil and 
natural gas area— 210 produc- 
ing wellsin Montanaand North 
Dakota. Northwest supplies 
37% of U.S. timber; over 32 
valuable metals and minerals. 




















LAND: In 7 Northwest states, 
NP has over 2 million acres 
available for development. 
15,000 firms are now leasing 
sites from this railroad. NP 
technical advisers offer help 
with building requirements 
and property improvements. 








This building site is located on NP trackage in the Columbia Basin near Wheeler, Washington. 
Under construction here is a new Utah & Idaho sugar refinery, being built to serve what will 
be a million-ton yearly sugar beet crop when irrigation is complete. Other Columbia Basin 
predictions: over 150,000 population, 2,868 retail stores, 520 wholesalers, 282 manufacturers, 


3,642 service businesses. 


Will your plant fit in here? 


What’s your business? Food proc- 
essing, refining, distributing, oil, lum- 
ber, chemicals, plastics, metals or ma- 
chinery? All of those industries—and 
more—today are staking their claims 
to the rich and varied resources of the 
vast Northwest. 

Since 1948 more than 500 new busi- 
nesses have moved in lock, stock and 
smokestack along our railroad, the 
Main Street of the Northwest. 

To serve them—and all 596 Northern 
Pacific towns and cities—has kept us 


OUVER 
PORTLAND 
TO CAL FORNIA 
OREGON 


t TH WEST 


You ike the eter Marth Coe Lined 


hustling. Newdieselengines, new freight 
cars, the crack North Coast Limited— 
all are speeding along on stepped-up 
schedules. More improvements are 
just around the corner. Keep your eye 
on N.P.! 

Will your plant fit in the growing 
Northwest? For detailed information, 
write or phone J. E. Thames, General 
Manager, Industrial Properties, North- 
ern Pacific Railway, Dept.U, St. Paul 1, 
Minn. Phone Cedar 7773. Inquiries, 
of course, will be held in confidence. 
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>> Business around the world is good. 
That recession everyone keeps looking for is not yet in sight. 





There are signs of some slowing up here and there, but nothing more than 
that. The soft spots in some commodities, the trade and fiscal troubles facing 
certain governments, are more than offset by continued business vigor elsewhere. 


>> OTTAWA: Canadians like the outlook. They are putting more money into new 
plant and equipment than they planned to when the year began. Capital spending, 
it now appears, will exceed 5.5 billion dollars in 1953, or 9 per cent more than 
in 1952. Spending for machinery and equipment is above expectations. 

Biggest increase is in spending for retail outlets, shopping centers, 
office buildings. Housing is up, too. Heavy industries are spending less than 
in 1952, but railways are spending more, both for expansion and modernization. 











>> LONDON: Steel output is up, even if coal production is lagging in Britain. 

A_new record was set by steelmakers in June. Goal of 17.5 million tons of 
steel in 1953 now looks like a safe bet. Last year's total: 16.4 million tons. 

British production generally has firmed up, compared with last autumn. 
Auto output has been running 20 per cent above last year's. Textiles have 
fairly well recovered from their 1952 slump. Unemployment is at a minimum. 

It's true increased imports keep widening the trade gap, but exports show 
strength, too, especially to U.S. and Canada. Scotch whisky shipments, so far 
this year, have been the biggest on record. Invisibles--income from tourists, 
Shipping, insurance, investments--should easily close the trade gap. 




















>> BONN: The boom in West German exports continues, despite the competition. 
Export orders are averaging 28 per cent above last year's, at this time. 
Actual exports were up 5 per cent, first half of 1953, and in June rose to 
9 per cent over 1952 levels. Imports, though, are kept below 1952 levels. 
This helps to explain why West Germany's Central Bank, back in 1950, showed 
a deficit in foreign-exchange holdings, and now reports net holdings equivalent 
to 1.5 billion dollars, more than half of it in dollars and gold. 








>> PARIS: There's this sharp distinction between the Government and business 
in France: The Government, as usual, is in the red. Business is doing rather 
well, picking up, in fact, as compared with early in 1953. 
Production is generally steady. Electric-power output is up. Carloadings 
are, too. Department-store sales have risen substantially since February. 
Company reports, at midyear, have reflected considerable optimism. 











(over) 
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BUSINESS AROUND THE WORLD-- (Continued) 


Main uncertainty is how much U.S. aid France will get. A sharp cut might 
mean less military spending in France, with less business for textiles, steel, 
electronics, aluminum, food processing. As things stand, business is good. 





>> ROME: Italian businessmen have this basis for moderate optimism: 
Industrial output has risen rather steadily since January. 
Consumer demand is showing siight but rather widespread improvement. 
Textile sales are getting at least a seasonal boost from the tourists. 
The currency is stable. Living costs are steady. 
This doesn't mean that Italy's basic problems are being disposed of. But 
it does mean that the Italian businessman is keeping his head above water. 

















>> STOCKHOLM: A slight decline in industrial production hasn't disturbed 
Swedish confidence in the future. While output of engineering industries has 
fallen off a bit, textile and shoe production is up, and the forest industries 
appear to have recovered from their slump. Exports to dollar areas are looking 
up. Wholesale prices, while under 1952, are still 35 per cent above 1950 levels. 


>> TOKYO: Japanese businessmen are worried about the economic consequences of 
a truce in Korea. As it is, an excess of imports over exports has built up a 
heavy deficit. Something has to be done. So: 
Import restrictions have been imposed on cars, TV sets, whisky, some foods. 
Export subsidies are under consideration to help promote sales of ships, 
machinery, plant equipment. Export industries have shown a drop in earnings. 
Japan's home market, at the same time, is not doing too badly. Industries 
and businesses serving this market report generally higher profits. 
U.S. spending in Japan, moreover, may hit 900 million dollars this year, an 
increase of 100 million over 1952. A truce won't end U.S. spending. 














>> RIO DE JANEIRO: Brazilians are to have a taste of austerity. The country 
is in a jam. Import cuts are being imposed that will let in only half as many 
dollar goods the rest of this year as during the first half. Reason: Brazil 
owes a billion dollars to overseas exporters, and can't pay. A cut in imports 
is the cure. It means a substantial cut in U.S. sales to Brazil for several months. 
Ordinarily, coffee sales could bail out Brazil. But frost has hit the crop, 
reduced probable exports. Now there's a scramble to find other things to sell. 
Brazil is paying the penalty for overbuying during Korean price bulge. 








>> Things are changing in East-West trade. To give you highlights..... 

The wraps are coming off trade with the Soviet Union. U.S. may not like 
it, but U.S. allies are plunging in, signing up right and left. 

Biggest deal, one involving Britain and Russia, is coming up. 

Additional deals, in the works, may involve Japan and Australia. 

Deals already concluded are a three-year one with France, first since 1934, 
and smaller trades with Denmark, Sweden, Netherlands, Argentina, Iran. 

These agreements are mostly government-to-government, and distinct from 
barter deals by Western exporters with Soviet satellites such as China. 

Total isn't much, in terms of value or volume, but the trend is important. 

Truce in Korea will encourage this trend. 

Moscow's peace offensive has touched the West's pocketbook nerve. 
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HOW COMMUNISTS TRY TO INFLUENCE 


AMERICAN TEACHERS 


Is there a Communist conspiracy trying to 
wedge into the educational system? Yes, says 
the Senate Internal Security Subcommittee in 


a new report, presented here in full text. 


The report tells of 82 educators who re- 


fused to answer questions about their Com- 
munist affiliations. Forty of them had connec- 
tions with 16 universities. 


Committee’s Conclusions 


1. World Communist leaders have made schools and 
colleges of the United States a target of infiltration 
and activity as part of their program to destroy the 
United States. 

2. A Communist educator, because of his submis- 
sion to a totalitarian organization, cannot maintain the 
standards of academic freedom and objective scholarship 
and be loyal to the regulations of local authorities. 

3. Communist teachers use their positions in the 
classroom and in extracurricular activities to subvert 
students and other teachers and the public to promote 
the objectives of Communism. 

4, Communist teachers exercise as part of an or- 
ganized conspiracy an influence far more extensive than 
their numbers would indicate. 

5. Communist penetration of the schools is becom- 
ing more covert, and Communist teachers are being 
organized into a secret underground more difficult 
to detect. 

6. Teachers, students and educational authorities, 
public and private, do not today have the means to 


identify, unassisted, secret members of the Communist 
Party or to trace their conspiratorial activities. 

7. Exposure of Communists by congressional and 
State legislative committees has helped local author- 
ities protect themselves against organized subversion 
and has given such authorities the evidence by which 
some hidden Communists could be removed from 
teaching positions. . 

8. Since the great majority of present-day secret 
Communists can, only with great difficulty, be iden- 
tified by evidence sufficient to justify legal action, it 
falls upon the educators themselves to devise criteria 
and methods to deal with teachers whose adherence to 
the Communist conspiracy, though not easily legally 
provable, makes them morally unfit to teach as well 
as a threat to national security. 

9. A teacher, who invokes his privilege against in- 
crimination rather than deny membership in the Com- 
munist organization before a duly constituted authority, 
violates his trust and forfeits his right to shape the 
character of our youth. 


Subversive Influence in the Educational Process 


The Internal Security Subcommittee, in the second year of 
its inquiry into Communist penetration into the educational 
system, held hearings in Washington, New York, Boston, and 
Chicago. The subcommittee was continuing under Chairman 
William E. Jenner (Republican, Indiana) the inquiry into 
Communist penetration into the educational process begun in 
1952 under the chairmanship of Senator Pat McCarran (Dem- 
ocrat, Nevada). 

Altogether it heard more than 100 witnesses in the field of 
education in public session and many more in executive ses- 
sion. Of this number 82 educators, about whom the sub- 
committee had evidence of Communist Party membership, 
refused to answer questions about their Communist affili- 
ations, invoking instead their constitutional privilege against 
self incrimination. Three others admitted Communist Party 
membership, but defied the committee in refusing to supply 
further details. Twenty were responsive witnesses. Of the 82, 
40 were faculty members or employes of 16 different univer- 
sities. The others were teachers in secondary schools or persons 
who held other positions in the educational system. 

The subcommittee received impressive evidence from for- 
mer Communist organizers that the Soviet organization was 
continuously engaged in a plan to penetrate our educational 
institutions at every possible point, thus posing a serious threat 
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to our national security. The Communist agents who spun the 
very real web of conspiracy and intrigue within the framework 
of the United States Government Departments, in almost all 
cases, were cradled in our distinguished universities and 
colleges. The subcommittee observed that the universities and 
colleges are, understandably, more and more participating in 
government, creating policy, and shaping our national destiny 
and that the expressions and sentiments of educators are more 
and more flowing into the mainstream of our national culture. 

The subcommittee’s function in the educational field is to 
examine the workings of the Communist apparatus and to 
determine whether it is necessary to have additional legisla- 
tion against new and undefined crimes. The subcommittee has 
no authority or power to prosecute for criminal action. That is 
the function of the prosecuting arm of the executive branch of 
the Government. It is the function of the legislative branch of 
the Government to go forward and determine whether or not 
new laws are necessary or old laws are outmoded. For these 
reasons, congressional committees must operate in an area 
where actions dangerous or undesirable to the public welfare 
are not yet defined in the law as crimes. This distinction was 
the determining factor in setting up our standards and pro- 
cedures. At the beginning of this year, Senator Jenner issued 
for the subcommittee a statement of policy in which he said: 
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If a totalitarian organization such as the evidence shows 
to exist in our nation’s schools is allowed to flourish in our 
institutions of learning unexposed and unchecked, not only 
will our youth be infused with seeds of their own and the 
nation’s destruction, but academic freedom, the right to 
free inquiry, the right to dissent, the development of our 
culture, and the right to express free ideas and free thoughts 
will be choked and stifled. 


Senator Jenner also said, during the course of the hearings: 


Our purpose is to protect and safeguard academic free- 
dom. Academic freedom is under attack by a monstrous 
growth no individual or community of scholars can fight 
alone. Traders cannot operate in a free market if armed 
highwaymen constantly harass them from secret hide-outs 
on the public roads. The free market of ideas cannot func- 
tion if hidden conspirators are waiting at every vantage 
point to attack and destroy the loyal people who are going 
quietly about the business of teaching our youth to the 
best of their ability. 

Our committee is not concerned with telling the leaders 
of our schools and colleges what to teach, or how to teach. 
It is concerned with showing them where this alien conspir- 
acy is hidden, that it is fully armed with every weapon, 
waiting to attack at every vantage point. It is concerned 
with helping our academic leaders to meet the threat. 
There can be no academic freedom until this Soviet con- 
spiracy hidden in our schools and colleges is exposed to the 
light, and the rule of Moscow over its adherents in the 
educational worid is broken. 


Within this framework, the Internal Security Subcommit- 
tee posed the following question: What can a congressional 
committee do to meet a national danger of Communist in- 
vasion of our educational agencies, when the administrative 
responsibility in this special field rests entirely with the local 
and private institutions? Here the subcommittee decided that 
its functions were 


(1) to expose secret members of the Communist network 
by its power to administer oaths and by its power of sub- 
poena and its power to punish for contempt of Congress; 

(2) to sketch the pattern of infiltration and subversion as it 
is outlined by the evidence; 

(3) to make it possible for local educational authorities to 
observe effective measures taken by other localities and insti- 
tutions; 

(4) to help local agencies to strengthen the machinery 
available to them to identify Communists and remove exist- 
ing obstacles to action; and 

(5) to improve the federal machinery for identifying 
Communists. 


For example, Senate bill 16, recently passed by the Senate, 
would permit Congress to grant immunity to certain witnesses, 
thereby making it possible for the ex-Communists to testify 
freely without fear of incrimination and making it impossible 
for a Communist to refuse to testify. 

In view of the fact that the subcommittee was working in a 
limited time range and without investigators, it could not 
examine all] instances of local Communist activity in the field 
of education. It, therefore, selected as many instances as pos- 
sible which contributed to a prevailing pattern. 

The subcommittee, in viewing the whole scene at the out- 
set, reaffirmed its recognition of the principle that exposure 
and elimination of subversion in education is primarily a re- 
sponsibility of State, local, and private authorities. The sub- 
committee was called upon to act because of the almost com- 
plete inability of the educational authorities to expose the 
Communist conspiracy with the means available to them. 

The chairman of the subcommittee stressed, from time to 
time, and the subcommittee followed this standard, that it 
would not interfere with the administration of educational 
institutions and would scrupulously refrain from passing 
judgment on the action or inaction of the local authorities in 
acting on the evidence produced by the subcommittee. Thus 
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the subcommittee maintained its principle of not interfering 
with the administration of educational institutions. 


THE SUBCOMMITTEE METHODS 


The subcommittee sought as its determinant of subver. 
sion, membership in the Communist Party and overt acts 
connected therewith. It took cognizance of the many deter. 
minations that the American Communist Party is directed by 
the Soviet Government. Moreover, the subcommittee cop- 
ducted the hearings in such a way as to have the exposure of 
any educator as a member of the Communist Party come out 
of the educator’s own sworn testimony. 

Recognizing that in the absence of an admission, only sworn 
testimony of someone who was formerly among the ranks of 
the Communist Party can be evidence of another's Commv- 
nist membership, the subcommittee took in executive session 
the testimony of responsible ex-Communists and reliable Goy- 
ernment agents. Even before the person identified was sub- 
poenaed, this evidence was carefully assessed and corrobo- 
rated. This testimony was not made public in any case until 
the persons so identified as Communists were given an oppor- 
tunity in private session to contravert or deny the evidence. 
After these private sessions, the educators were then called 
before the. subcommittee also in private session and asked 
about the details of the evidence, and their refusal to deny 
or contravert the evidence was followed by open hearings. The 
subcommittee felt that such a method was the most responsible 
procedure of exposing those who are Communists. Further- 
more, it insured fairness and accuracy both to the witness and 
the subcommittee, since according to this standard, the names 
of those who denied Communist Party membership were not 
brought into the public record as subversives. 

The subcommittee sought to make only present member- 
ship in the Communist Party its norm of subversion. It set out 
to determine this by the following standards: 

At the outset, the subcommittee announced its broad policy 
ot welcoming the testimony of all responsible ex-Communists. 
The subcommittee held that— 

The sincerely disassociated and contrite ex-Communist is 

a more informed person generally on the issue of Commu- 

nism and generally has acquired antibodies against further 

infection. They are of inestimable value as a source of ev- 
idence, and everything possible should be done to encour- 
age their divorce from the Commuinist periphery and their 
escape from lonesome isolation. Accepting such persons 
wholeheartedly into the community of free men is recon- 
cilable with and even dictated by every precept of the 

Judaic and the Christian religions. If all the secrets now 

possessed by ex-Communists were made available to the 

Federal Bureau of Investigation and this committee, long 

strides would have been taken to expose fully the Commv- 

nist conspiracy in the United States. 

Consequently it made every effort to induce educators who 
had lett the Communist Party to testify fully at all times. The 
subcommittee heard numerous witnesses in executive session 
who admitted their former Communist membership. and gave 
evidence, by answering questions, of their willingness to take 
a position against the Communist organization. Almost in 
every case such witnesses were excused from open testimony 
and their anonymity was protected by the subcommittee. And 
in almost every case, they were not pressed into extensive 
identifications of former associates when a reluctance to do so 
became apparent. The subcommittee brought the testimony 
of two such witnesses into the public view because elements 
of their testimony were essential to the record, but at the same 
time it commended their behavior. In both these instances, the 
subcommittee communicated with security authorities and the 
employers of the witnesses to impress upon them the sub- 
committee’s commendation. 


APPLYING THE TESTS 


In the case of numerous witnesses, the subcommittee, rec- 
ognized the reluctance of many persons to identify thei! 
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former associates during their own intermediate stage of tran- 
sition from the Communist side of the political struggle to 
the side of free men. Therefore it did not press for names ex- 
cept to ask for some sign or some willingness that would indi- 
cate genuine conversion. Three witnesses who admitted Com- 
munist Party membership and alleged their defection there- 
fom, defied the subcommittee on the point of their willingness 
to testify about personalities and gave no other evidence of 
redemption. Consequently, these three were heard in open 
gssion. The subcommittee in these cases held that such be- 
havior may not be inconsistent with present membership in or 
joyalty to the Communist Party on the part of a witness who is 
simply admitting facts which he knows the subcommittee’s 
evidence can prove, and who holds fast in refusing to take 
any step that would harm or expose the Communist organiza- 
tion. The subcommittee felt that some willingness to damage 
the Communist organization was a necessary element through 
which a former Communist might show the genuineness of his 
defection. 

The subcommittee had noted the political phenomenon of 
particular educators rallying around and supporting Commu- 
nist-controlled organizations that professed to espouse com- 
mendable causes but which were really fronts or covers for 
Communist purposes. The subcommittee noted with distress 
the extensive indulgence of educators in this activity and the 
harm such organizations wrought in sapping the national re- 
sistance. And yet because an individual’s participation in such 
activity, however extensive, is ambiguous as evidence and 
may be consistent with gullibility and political confusion rath- 
er than actual subversion and membership in the Communist 
Party, the subcommittee exposed such activity only after the 
individual could not contravert the subcommittee’s evidence 
of his Communist Party membership. 

If a witness admitted membership in as many as 30 or 40 
of these organizations but denied Communist Party member- 
ship, he was excused from testifying in public session and 
retained his anonymity. The subcommittee adopted this work- 
ing rule while at the same time supporting the standard used 
by security authorities and other committees of Congress in 
using membership and support of Communist-led organiza- 
tions as a gauge of unsuitability. 

Those witnesses who invoked their constitutional privilege 
under the fifth amendment were, for the most part, heard in 
open session. For some of these, however, and particularly 
some of those who denied present membership in the Com- 
munist Party but who invoked their privilege about past mem- 
bership, the subcommittee made an exception. Mindful of 
the possibility that some had broken with the Communists 
but because of fear or bad advice were invoking their consti- 
tutional protection, the subcommittee deferred their public 
appearance, hoping for a change of outlook. In order to make 
such an eventuality more likely, the subcommittee asked that 
they not even testify before it but simply go to the Federal 
Bureau of Investigation and there co-operate to show their 
good faith. 

To date, the subcommittee has no reason to believe that any 
one of these has done so, and in all likelihood they may have 
to be called back. We feel that if even one of these can see his 
way clear to join the side of free men in the struggle against 
world communism that the patience shown them will have 
been worthwhile. 

Every courtesy was extended by the subcommittee to even 
the most defiant witnesses. Even though it was not a matter of 
right, every witness was allowed to have an attorney in private 
and open session. Voluntary statements were accepted into the 
record. If a witness asked that he be not photographed, the 

chairman invariably asked the photographers to desist from 
taking pictures. When the television cameramen elected to 
attend the public hearings which were open to everyone, they 
were asked by the chairman not to turn their cameras on the 
witness while he was testifying, if the witness so requested. 
Virtually the only request denied the witness was that his 
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testimony be not recorded. The subcommittee felt that 
an inaudible recording of the hearings interfered in no way 
with a witness’s testimony and was simply another form of 
reporting. 


CONSTITUTIONAL PRIVILEGE 


Witnesses concerning whom the subcommittee had evi- 
dence of Communist membership, resorted with great fre- 
quency to claims that they had a right to refuse to testify be- 
cause of the constitutional privileges granted by the Bill of 
Rights, which consists of the first 10 amendments of the 
United States Constitution. 

The two amendments most frequently referred to are the 
first and fifth. The first amendment provides: 

Congress shall make no law respecting an establishment 
of retigion, or prohibiting the tree exercise thereof; or 
abridging the freedom of speech, or of the press; .. . 

The fifth amendment provides: 

No person . . . shall be compelled in any criminal case to 
be a witness against himself . . . 

With respect to the first amendment, the subcommittee 
determined that the court decisions have clearly held that a 
witness could not invoke his privilege under the first amend- 
ment when asked about membership in the Communist 
Party. This clear authority was largely a factor in causing the 
chairman, in every case, not to recognize invocation of that 
amendment as grounds for not answering. In addition, how- 
ever, the subcommittee carefully examined the underlying 
issues and came to the conclusion that the guarantees afforded 
to an individual by this amendment were not being curtailed 
by the subcommittee’s inquiry.* . 

The chairman from the very outset, speaking for the sub- 
committee, disavowed any intention of restricting the opin- 
ions, the ideas, the writings or the speeches of anyone. He 
said: 

We are told that the Internal Security Subcommittee of 
the Senate is attacking academic treedom. Our purpose is 
to protect and sateguara acauemic treedom. Academic 
freeaom is under attack by a monstrous growth no individ- 
ual or community of schoiars can tight alone. 

The record ot the hearings makes it crear that this policy of 
protecting academic freedom was carried out. Dr. Harry 
Gideonse, presiaent of Brooklyn College, and a distinguished 
champion ot civil liberties, observed while under oath: 

1 tully appreciate that. As I said a little while earlier 
in the hearmg, if I didn't have from your hearings the strong 
fee1ing that you not only say that that is what you believe, 
but that that is what you are doing, 1 would be myself con- 
cerned about the kind of flurry ot excitement that exists in 
some quarters avout this committee. I see no such evidence 
at all, and I appreciate that you are not concerned with the 
liberal, with the right to be critical, with the right to hold 
unpopular views; that this is not your interest at all. That 
you are concerned, as a matter of fact, with protecting 
genuine freedom of thought against the temptation of some 
tew who have sold their birthright as Americans for a mess 
ot intellectual potage, to a foreign power. 

Mr. Morris: Dr. Gideonse, you have observed, then, that 
this committee is interested only in people who are actually 
formally connected with the American Communist Party 
and affiliated with the international Communist organiza- 
tion, is that right? 

Dr. Gideonse: Yes, sir. That is all I have seen that you 
have been concerned with so far. 

This standard was scrupulously followed. In a few cases 
where the evidence satisfied the subcommittee that a par- 
ticular witness was a Communist and where the witness 





*Even though a subcommittee hearing is in no sense a criminal 
proceeding, testimony taken during the course of a hearing is 
within the scope of the amendment since courts have held that 
the “criminal case” referred to means any ultimate prosecucion 
validly feared, while the phrase, “be a witness,” means merely 
to give testimony, anywhere, which might form a link in a chain 
that could lead to conviction for a crime. 
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could not deny Communist Party membership, the subcom- 
mittee introduced into the record writings of such persons, 
not to weigh the probative value of their writings, but rather 
to demonstrate what the views of a Communist would be on 
a particular subject. 


FIFTH AMENDMENT CLAIMS ACCEPTED 


The subcommittee, however, did recognize the right of 
witnesses to claim privilege under the fifth amendment. In 
recognizing such claims, the subcommittee necessarily ac- 
cepted the legal presumption that the witness, in each case, 
was invoking the privilege in good faith. On several occa- 
sions, the subcommittee expressed doubt about the actual 
good faith of the witness, yet invariably the committee al- 
lowed such claims. 

A careful examination of the law on the significance of a 
claim of privilege under the fifth amendment in response to 
an inquiry about a person’s Communist Party membership 
led the subcommittee to take the following point of view: The 
legal effect of such a claim of privilege on the part of a witness 
was that it constituted an affirmation that if he answered the 
particular questions truthfully he would be providing at least 
a link in a chain of circumstances that could lead to his con- 
viction for a crime against which the statute of limitations has 
not run. Fear of disgrace, embarrassment, or exposure of one’s 
past associates is not proper ground for invocation of the 
privilege. Senator Jenner said during the hearings: 


A witness is not justified in claiming privilege under the 
fifth amendment when he feels that his testimony will in- 
volve other people. The justification for invoking the 
amendment is that the witness asserts under oath and in 
good faith that if he testifies in response to a certain ques- 
tion, he will put into the record evidence which will prove 
to be at least a link in a chain of evidence that will ulti- 
mately lead to his conviction for a crime that he has com- 
mitted. It is a privilege that belongs to him and is for his 
protection and not the protection of others. 

Moreover, the subcommittee could not fail to observe that 
in virtually every case the witness irvoked his privilege against 
self-incrimination only when it became apparent that the evi- 
dence available to the subcommittee was so concrete and so 
substantial that a denial would expose him to possible prose- 
cution; otherwise he unhesitatingly denied membership. This 
was particularly true in the cases of the college and secondary 
school teachers from the public educational system of New 
York City. These teachers are employes of New York City 
and their employment comes within the section of the New 
York City charter which provides that if an employe of the 
city invokes his privilege against incrimination, before a legis- 
lative committee, he shall be subject to suspension and dis- 
charge. Thus witnesses were willing to lose their jobs rather 
than deny the subcommittee’s evidence of their Communist 
Party membership. 

The subcommittee believes that the witnesses in the New 
York City schools invoked the privilege only when they felt 
indictment for perjury might follow their denials. In fact the 
record showed that Communist teachers had been counseled 
that, where only one witness was available to testify against 
them, they should deny Communist membership because the 
testimony of one witness would not necessarily represent 
sufficient proof against them. 

Before hearing the officers of the New York Teachers Union 
testify, the subcommittee heard evidence in secret session that 
10 of the 13 officers it had subpoenaed were members of 
the Communist Party. It also heard that the other three were 
not members of the party. Without revealing this evidence, 
the subcommittee asked the 13 officers of the union if they 
were in fact Communists. The 10 who were so identified all 
invoked their privilege against incrimination, the other 3 all 
denied membership and attacked the subcommittee. 

The record in the case of Thomas Davin, the managing 
editor of two medical journals, showed the extent to 
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which a witness would go in denying Communist Party mem. 
bership before invoking his privilege. 

For these reasons the subcommittee considered the claim 
of privilege, particularly on the question of Communist Party 
membership, extremely significant in its determination of 
who are Communists. 


EXTENT OF THE COMMUNIST 
CONSPIRACY IN THE SCHOOLS 


The subcommittee has all along recognized the extreme 
difficulty of establishing the real facts of the Communist 
conspiracy. For that reason it labored to follow the stand- 
ards set forth above. The subcommittee experienced the 
same difficulty in determining the extent to which the Com. 
munists were able to penetrate the educational process of 
the nation. 

Only someone who has been behind the closed doors of 
the conspiracy is competent to testify as to the number and 
identity of persons who participate in ‘the conspiracy. So again 
the best evidence on the extent of the infiltration was the 
testimony of responsible ex-Communists and reliable Govern- 
ment agents. The length of time involved for a Communist to 
make a complete break with the organization and its ideology 
and to acquire the outlook necessary to testify to the details of 
his participation in the Communist Party was such that it was 
impossible to determine from ex-Communists the present 
status of the infiltration. This is so because communism s0 
pervades the whole being of an individual Communist that 
it is not easily or quickly put aside. 

Bella V. Dodd, for instance, broke with the Communist 
Party in 1948. She testified that it was not until 1952 that she 
became sufficiently disentangled, emotionally, from her Com- 
munist ties to see her way clear to testify before a Senate 
committee. But by that time her competency to testify to 
direct events after 1948 had vanished, because she no longer 
had access to Communist secrets after her defection. The sub- 
committee recognized that her interpretations of events be- 
tween 1948 and 1953 were those of an expert because of her 
experience but were in no sense testimony of an active partici- 
pant. 

Dr. Dodd had been legislative representative of the New 
York Teachers’ Union and later a member of the national 
committee of the Communist Party. Testimony, such as hers, 
despite its limitation of time and perspective, is unusual, and 
the subcommittee was indeed fortunate in getting a glimpse 
through that source behind the curtain of the Communist 
conspiracy. 


NEW YORK TEACHERS UNION 
Dr. Dodd testified that the New York Teachers’ Union, of 
which she was a leader, achieved a membership of 11,000 
teachers, of which 1,000 were members of the Communist 
Party. She further testified that the union had considerably 
more Communists than was necessary to control that organi- 
zation, so extensive was the influence of the controlling Com- 
munists. Some of these were used in building other Commv- 
nist organizations. Dr. Dodd testified that nationally, up to 
1948, the peak of the Communist strength among educators 

was about 1,500 members. She said on this score: 

The Chairman: Of your own knowledge, what was the 
peak of the Communist strength among the schoolteachers 
and college professors of the country? 

Dr. Dodd: The peak was about 1,500 members. 

The Chairman: Did that number include only the Con- 
munist Party members? 

Dr. Dodd: Those were Communist Party members. 

The Chairman: There were other front members, and s0 
forth, I presume. 

Dr. Dodd: In America, for instance, we never had more 
than maybe 75,000 members of the Communist Party, but 
there were times when we said there were at least a mil- 
lion people in the United States who had been either in or 
out of the party, who supported some campaign. 
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The Chairman: Did the Communist strength radiate 
more extensively than the number of party members you 
have mentioned? 

Dr. Dodd: The strength of an individual in the Com- 
munist Party is infinitely greater than the strength of any 
other single individual. You must not only count noses 
among Communists, but you must weigh the intensity with 
which they believe and also the intensity with which they 
are trained and educated to carry on a campaign. You your- 
self might believe in something intensively, but if you were 
a Communist, every 2 weeks you would be reporting to 
someone and getting instructions from someone. So, there- 
fore, your line didn’t waver. Your intensity would multiply 
many fold. 

The Chairman: Where were most of these teachers con- 
centrated? 

Dr. Dodd: The East had the large proportion. There 
were some in Chicago and a small block out in the Cali- 
fornia area, but the East was the place where you had the 
large number. 

The subcommittee was also fortunate to have the testimony 
of John Lautner, who had been an organizer for the Com- 
munist Party as late as January, 1950. In Lautner’s case the 
violence that accompanied his expulsion from the Commu- 
nist organization was a factor in his willingness to testify 
against it two years after his detachment therefrom. 

Lautner testified that in 1949 and early 1950 he was given 
the assignment by his Communist superiors of forming a 
secret network in New York State. About 500 of the Com- 
munist teachers in New York were assigned to him for the 
purpose of being processed into the underground. The plan 
for this network was modeled after an important Communist 
plan that was brought from abroad by the then chairman of 
the Communist Party of the United States, William Z. Foster. 


PLAN OF SECRET ORGANIZATION 


The witness testified that the organization, devised to pro- 
tect itself from exposure, was expanded through five layers 
of triangular units, organized in a geometrical progression. 
The top triangle unit consisted of three members: First, the 
political director; second, the organization leader; and third, 
the mass-organization specialist. Next lower in echelon were 
organized three units of subordinates who would take their 
orders from the top triangle members, each member of the 
three resulting triangles taking his orders from his counter- 
part in the higher triangle. In this fashion an organized Com- 
munist teacher would operate very effectively and yet know 
only 6 other Communists—his counterpart in the higher 
triangle, the other 2 members of his own triangle, and his 
3 subordinate counterparts in the lower triangle. The witness 
testified that to his knowledge a penetration 5 deep indicated 
that the levels were made up of, respectively, 3, 9, 27, 81, 
and 243; thus comprising a total of 363 highly organized and 
highly disciplined Communist teachers. 


OTHER UNDERGROUND OPERATIONS 


The subcommittee was fortunate in getting other glimpses 
5 ofthe secret working of the Communist underground. Herbert 
Philbrick, a Government counterspy from 1940 until 1949, 
testified to his intimate experience with the Boston Com- 
munist apparatus. In addition to the standard Communist 
organization which he penetrated, he was later inducted 
into a stealthy network that was made up of experienced 
Communists who formed the cultural underground in Boston. 
He testified on this as follows: 


Mr. Morris: Will you give us a general breakdown of the 
70 to 80 members of this pro-4 group in Boston? 

Mr. Philbrick: Yes. I can give you a very rough break- 
down, as I say, based on my membership of 2 years in the 
organization, and realizing that these numbers shifted 
from time to time as new people came into the community 
Or some comrades moved out of the community. 

As I said before, we had in the group doctors, and, as 
near as I could determine, there were about 5 to 6 doctors 
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in the pro group in Boston; lawyers, between 6 to 8; 

‘dine ag by that I mean teachers in the public schools 

in the Boston area—about 6; professors—and by professors 

I mean those in the higher institutions of learning in the 

colleges and universities—a number ranging between 20 

to 30 pro group Communist Party members. This was the 

largest single element of individuals in the pro section in 

Boston. 

The businessmen numbered between 12 to 15; Govern- 
ment workers, about 4 or 5, a very small number in Boston. 

I think they were headed down this way. 

In the newspaper-publishing field, book-publishing field, 
there were about 4; perhaps a couple more at certain times. 
And in the religious field, between 7 to 8. 

Six witnesses identified by Philbrick as Communists, in- 
voked their privilege under the fifth amendment when asked 
about the evidence. Three others evaded service of the sub- 
committee. Two others denied Communist Party membership. 
According to the standard set by the subcommittee, these two 
names have been shrouded in secrecy until such time as 
enough evidence is available to cause a transmission to the 
Attorney General for a determination of perjury or until the 
evidence is found inaccurate. 

There were other glances behind the Communist wall of 
secrecy. One witness testified that in the early 1940s there 
were 30 to 40 members in a faculty branch of the Communist 
Party at City College in New York. In addition he had at- 
tended several meetings of a New York City-wide unit of 
college professors and instructors that contained more than a 
hundred Communist members from all colleges in New York 
City. Another testified to the size of the Brooklyn College 
unit of the party. Two contemptuous witnesses acknowledged 
that they belonged to a unit at Columbia made up of almost 
a dozen faculty members and units at Pennsylvania and Yale 
made up of a dozen faculty members and students respective- 
ly. Bella Dodd gave a list of colleges that contained to her 
knowledge Communist cells of one or more faculty members.* 
And finally, there were the 82 educators from 16 universities 
and various other educational institutions and services selec- 
tively subpoenaed by the subcommittee to give a concrete 
sketch of successful Communist penetration. 

Moreover, Mrs. Rose Russell, the present legislative repre- 
sentative of the New York Teachers Union, estimated that at 
the time of her testimony, September 23, 1952, the union 
membership was “over 4,000” persons. It was apparent to the 
subcommittee that that number of teachers, therefore, re- 
mained organizationally under Communist control in New 
York City, but it could not fail to conclude that legislative 
inquiries had been effective in reducing the union’s sphere 
of influence from 11,000 members, the high point, according 
to Di. Dodd to the figure given by Mrs. Russell. The sub- 
committee could not learn how many of these 4,000 were 
actually members of the Communist Party. 

William Jansen, superintendent of schools for New York 
City, said that a program instituted by the board of educa- 
tion in New York to eliminate Communist teachers, had, with 
the help of congressional committees caused 81 teachers to 
be separated from the school system as of the date of his testi- 
mony, March 25, 1953, when 180 others were still under 
investigation. 


CONGRESSIONAL COMMITTEES 
AID LOCAL AUTHORITIES 
Richard E. Combs, chief counsel for the California Senate 
Committee on Un-American Activities, testified to the work 


*Mr. Morris: Could you tell us some of the colleges that you, 
to your own knowledge, that you knew from your own knowledge, 
had units operating on the campus? 

Mrs. Dodd: All of the city colleges here in New York, I mean 
the four city colleges; Columbia University, Long Island Univer- 
sity, New York University, Vassar College, Welleslev Smith, Har- 
vard, MIT, University ot Michigan, Chicago, Northwestern Uni- 
versity, University of California, the University of Minnesota, 
Howard University. 


79 





being performed by the California State legislative body in 
dealing with the problem of Communist infiltration of that 
State’s educational institutions. Mr. Combs told the sub- 
committee how the college presidents of all the major Cali- 
fornia colleges co-operated with the State Senate Committee 
there, and together caused the removal of more than 100 fac- 
ulty members from those universities between June 24, 1952, 
and the date of this testimony on March 24, 1953. On this 
score and on the score of preventing still other Communists 
from being retained, Mr. Combs said: 

Mr. Morris: Have you had any results since that time, 
since you have had this general alliance? 

Mr. Combs: About 100 faculty members have been re- 
moved from the faculties as a result of this plan since the 
24th of last June. 

Mr. Morris: So your testimony, Mr. Combs, is that since 
last June—June 1952—because of the co-operative effort 
on the part of your committee and the various college 
presidents and their staffs, more than 100 members of 
California faculties have been removed from their teach- 
ing jobs? 

Mr. Combs: That is correct. In addition to that, Mr. 
Morris, the committee deemed it expedient to indicate to 
the university administrators the necessity, particularly in 
the larger institutions, of employing full-time people who 
had had a practical experience in the field of counter- 
Communist activities, ex-FBI agents, and ex-Navy and 
military intelligence men. That has been followed. 

On the major colleges and campuses in California such 
persons are working and have been for almost since last 
June. They maintain a liaison with our committee. We in 
turn make available to them the accumulated documenta- 
tion, the material that we have accumulated during the 14 
years. But we soon found that it was even more necessary 
to prevent people from getting on faculties and obtaining 
positions in the educational institutions than it was to get 
rid of them once their positions became solidified. 

So the committee developed a procedure whereby ap- 
plicants for positions are referred to us, their names are, 
and if we do have any documentation concerning their 
Communist activity over a long period of time we make 
that available to the university as a guide to indicate 
whether or not the individual should be employed. 

Mr. Morris: Mr. Combs, is it your testimony that in ad- 
dition to the work of exposing Communists on the various 
faculties that you also aid the California colleges in keep- 
ing off the faculty in the first place people who are either 
Communists or about whom there is evidence concerning 
Communist activity? 

Mr. Combs: Yes, sir; we feel that this is fully as important 
as getting them out of faculties once they get entrenched. 
Because of the testimony of Mr. Combs the subcommittee, 

feeling that the exposure was being accomplished by local 
agencies, did not subpoena any witnesses from California. 
This was the standard the subcommittee had set for itself 
on leaving to local authorities wherever possible the job of 
exposing subversion. 

The subcommittee sought to conduct its hearings in such 
a way as to encourage wherever possible local awareness of 
and resistance to Communist infiltration. 

In the first place, it had no investigators in the field. There 
was enough evidence of subversion discernible to the sub- 
committee and its staff, to obviate the need of investigators. 
But it could not fail to observe that the available evidence so 
accessible was most plentiful where there had been a prior 
State or local investigation. In New York City, the New York 
State Legislature, under the chairmanship of then State 
Senator Frederic R. Coudert, Jr., had conducted an inquiry 
in 1940 and 1941 into subversion in the New York City 
schools and colleges. This State subcommittee had made 
impressive inroads into the Communist network in New 
York. Bella Dodd, a leader of the Communist organization 
which was investigated at the time, acknowledged this very 
readily. 

However, that investigation was discontinued in 1941 
when the Soviet Union entered the war, and thereafter the 
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political atmosphere became favorable once again to Com. 
munist expansion. 

The Internal Security Subcommittee reopened the inquiry 
It called 15 teachers from the secondary schools and 14 
from the city colleges, many of whom had been alle 
11 years before in the Rapp-Coudert inquiry but had, a 
that time, denied any Communist affiliation. After refys. 
ing to answer similar questions at the congressional hear. 
ings, all these educators were suspended or dismissed by 
the New York City authorities under the provision of the 
city charter which prohibits city employes from refusing to 
testify. 

When the first hearing was held on September 8, 1959 
the New York City Board of Education was under a stay 
issued by the State commissioner of education, from investi. 
gating teachers for Communist activity and membership. 
The day after the hearing began the Board of Education 
received notice that the stay was removed. Superintendent of 
Schools Jansen and the chairman of the law committee of 
the New York City Board of Education, George Timone 
subsequently testified that the activity of this subcommittee 
was of considerable assistance in stimulating the city author. 
ities to action and in causing power to be given those willing 
to take up the task of removing subversives. They considered 
that the hearings facilitated their work. 

After Dr. Jansen demonstrated to the subcommittee that 
local authorities were undertaking the work of eliminating 
subversives from the city schools, the subcommittees desisted 
from calling teachers under his jurisdiction. There were a few 
New York City teachers called after Dr. Jansen’s testimon 
but in each case for a particular purpose, i.e., to demonstrate 
infiltration by Communist educators into the Ford Founda- 
tion, Catholic Church groups, or to demonstrate how a Com- 
munist teacher slants his course. 

There was no comparable activity in the New York Cit 
Board of Higher Education until Joseph Cavallaro was elected 
chairman of the board on May 18, 1953. Dr. Cavallaro testi: 
fied before the subcommittee that he was prepared to initiate 
a program to eliminate subversives modeled after that en- 
ployed by Dr. Jansen, and consequently the subcommittee 
desisted from calling teachers from the New York City 
colleges. 

Most of the 14 New York City college teachers who were 
subpoenaed by this subcommittee during the present hearings 
and who invoked their constitutional protection were sub- 
jects of the Rapp-Coudert committee investigation in 1941. 
However, because most of these and others who comported 
themselves in similar fashion in executive session before this 
subcommittee, denied Communist Party membership in 194l, 
(the evidence shows that they did this because there was 
only one witness against them at the time), they were able 
to stay on unmolested for 12 years teaching thousands 
students in their characteristic way. Dr. Gideonse sub 
stantiates this in the following testimony: 

Mr. Morris: Dr. Gideonse, some of those professors and 
members of your faculty who were involved in the investi- 
gation by New York State in 1941, have subsequently been 
brought betore our committee, have they not? 

Dr. Gideonse: That is right. 

Mr. Morris. This time, rather than deny the charges- 
which I believe these people did at that time . . . they 
invoked their constitutional privilege against incrimination‘ 

Dr. Gideonse. That is right. 

Dr. Gideonse testified fully how he possessed knowledg 
through these 12 years that some members of his faculty 
were Communists, and yet he was powerless to do anything 
about it until these teachers invoked their privilege befor 
this subcommittee. This was so because he had neither the 
legal nor the investigation power to go beyond the evidence 
made available in the Rapp-Coudert investigation, and be 
cause the decision in 1948 of the New York State Com- 
missioner of Education reversing the Board of Higher Educe 
tion in the so-called Thompson case had made it quite cleat 
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that even two witnesses might be too slender a margin to 
warrant action that would be legally sustained. 


SCHOOL REACTION TO THE INQUIRY 


In all but a few of the cases before the subcommittee, the 
miversity officials and local authorities suspended the teach- 
as who invoked their privilege against incrimination when 
asked about Communist Party membership. The following 
yniversities suspended faculty members therefor: Rutgers, 
pooklyn Polytechnical Institute, Columbia, Vermont, New 
Yok University, Queens, Hunter, City College of New York 
and Brooklyn.* 

All of the teachers in the secondary schools in Boston and 
New York who invoked their privilege were suspended or 


) dismissed. 


SOME CONTROVERSIAL CASES 
Helen Deane Markham 


Two witnesses have testified in executive session that 
Helen Deane Markham, an assistant professor at Harvard 
Medical School, has been an experienced member of the 
Communist Party in Boston. One of them, Herbert Philbrick, 
the FBI counterspy, also testified to that fact in open session 
after Mrs. Markham invoked her privilege against incrimina- 
tion when given an opportunity to deny the evidence. The 
other witness was completely responsive when asked about 
Mrs. Markham, and testified that he paid Communist dues 
to her while she acted as treasurer of the Harvard branch of 
the Communist Party. By subcommittee standards, his 
anonymity is being protected. In addition, the subcommittee 
received information from another ex-Communist who, for 
reasons understood by the subcommittee, has expressed a 
reluctance to commit this information to sworn testimony. 
Advised of the motive of this witness and recognizing its 
merit, the subcommittee has elected to defer this testimony. 
The subcommittee is in no sense a prosecutor with the obli- 
gation of proving a case in the public record. It has ample 
evidence of her Communist Party membership which, to- 
gether with her refusal to enter denials in the record to the 
subcommittee’s evidence and information, satisfies us that 
Helen Deane Markham has been an experienced Communist 
operating in Boston. The subcommittee also has considerable 
evidence that her husband, George Markham, the educational 
director of the Fur and Leather Workers Union, has been an 
important Communist in Boston. 

Mrs. Markham first appeared before the subcommittee in 
Boston on March 27, 1953. At that time the subcommittee did 
not have the evidence mentioned as the second and third 
sources above, but it did have evidence that she was a Com- 
munist on the faculty at Harvard Medical School. On that oc- 
casion Mrs. Markham invoked her privilege against incrimina- 
tion on the following points: 

When asked if the Navy took any disciplinary action 
against Lt. Comdr. George Markham, her husband; whether 
she was then a member of the Communist Party; whether 
she had attended secret meetings of the Communist Party 
while a faculty member of Harvard Medical School; when 
asked if she knew of any Communist Party members on the 
Harvard faculty; whether she was a party member while 
a lecturer at McGill University in Canada during 1943 and 
1944; whether she was a party member while she was ob- 
taining her M.A. degree at Brown University in 1940; 
whether she was a party member as an undergraduate at 
Wellesley prior td 1938; if she had tried to recruit her 
students into the Young Communist League or the Com- 
munist Party; if she had ever attempted to recruit fellow 
teachers into the Communist Party; if she had been a 


*After this report was completed the Harvard Corp. reopened 
the Markham case and announced her suspension with pay Fl 
ing a hearing (July 17, 1953). On July 16, the University of Ver- 
mont announced it had suspended Dr. Alex Novikoff after giving 
him a period of 30 days to appear before the subcommittee an 
aiswer questions to which he had earlier claimed his privilege. 
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faculty member of the Samuel Adams School in Boston; 
if she had attended classes of the Samuel Adams School in 
Boston; whether she had attended party meetings under 
an assumed name; when asked if she had been active in an 
organization called the American Association of Scientific 
Workers. 

On May 20, 1953, the Harvard Corp. rendered a decision 

in the Markham case that held as follows: 


STATEMENT BY THE HARVARD CORP. IN REGARD TO 
ASSOCIATE PROF. WENDELL H. FURRY, TEACHING 
FELLOW LEON J. KAMIN, AND ASSISTANT PROF. 
HELEN DEANE MARKHAM, MAY 20, 1953 


Helen Deane Markham, assistant professor of anatomy 


On March 27, 1953, Dr. Markham appeared before the 
Jenner committee in response to a subpoena. She refused to 
answer questions as to whether she is now or has ever been 
a member of the Communist Party, and as to activities 
connected with the Communist Party, on the ground that 
answering such questions would tend to incriminate her, 
claiming the protection of- the fifth amendment to the 
Constitution. 

We have followed the same procedure as in the case of 
Associate Prof. Wendell H. Furry and have similarly used 
our best judgment as to the credibility of statements to us. 
= a result we believe the following to be the pertinent 
acts. 

Dr. Markham is not, and never has been, a member of 
the Communist Party. She became interested in what she 
terms the progressive movement when she came to Boston 
in 1944. In the spring of 1945 she taught a course in bi- 
ology at the Samuel Adams School for 1 term, and has at- 
tended 2 classes there. She served as secretary and member 
of the executive committee of the American Association of 
Scientific Workers. She has never given a Communist slant 
to her teaching, nor has she sought otherwise to influence 
the political views of her students. Her teaching and re- 
search are of a high order. She feels very strongly that 
investigations by congressional committees in this field by- 
pass the constitutional safeguards of due process and are in 
danger of destroying civil liberties in the same manner as 
the Nazis and Communists have done. 

With the same considerations in mind which we have 
stated in connection with our decision on Associate Profes- 
sor Furry, we think Dr. Markham’s use of the fifth amend- 
ment is misconduct which creates the necessity for us to 
inquire into the full facts. The facts available to us dis- 
close that Dr. Markham is not under Communist domina- 
tion. We regret that Dr. Markham did not see fit to supple- 
ment the official record before the committee to this effect, 
but we do not regard that as controlling. Under all the 
circumstances we find that Dr. Markham has not been 
guilty of grave misconduct and on the information we now 
have we will take no action against her. 


When asked to comment on this decision, Senator Jenner 
made the following statement: 


I have no comment except to re-emphasize the com- 
mittee’s often-repeated position that it does not attempt to 
tell university or local authorities whom they shall hire as 
teachers, what they shall teach or how the teaching shall 
be conducted. Those matters are entirely the responsibility 
of the school administrators. It is the function of the sub- 
committee to present the facts of subversion for the record. 
Subsequently, the subcommittee received additional evi- 

dence and information, and recalled Mrs. Markham on May 
28, 1953. The subcommittee consolidated its evidence and 
information and she invoked her privilege against incrimina- 
tion on the following questions: 

When asked if in February, 1945, if she was a member 
ot the Thoreau branch of the Communist Political Asso- 
ciation; when asked if she recently denied to Harvard 
authorities that she had been a member of the Communist 
Party; whether in February, 1947, she had been a member 
of the Back Bay branch of the Communist Party; if in 1948 
she had been a member of the Harvard faculty branch of 
the Communist Party, in charge of collecting party dues; if 
during 1946 and 1947 she had held party meetings at her 
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home at 103 Queensbury Street in Boston; whether if in 

March, 1951, she had been made secretary-treasurer of the 

Harvard faculty branch of the Communist Party; if on the 

evening of October 27, 1952, she collected $10 in party 

dues and turned it over to the Communist Party treasury; 
when asked if she ever collected party dues; whether she 
had been a member of the Boston-Cambridge branch of the 

American Association of Scientific Workers; if Prof. Har- 

low Shapley, of Harvard University, offered her the paid 

job of executive secretary of the New England “eal of 
the National Association of Arts, Sciences, and Professions, 
in January, 1949; if she gave as a reason for refusing to take 
that job the fact that she was a member of the executive 
board of the Massachusetts division of the Arts, Sciences, 
and Professions; when asked if she contributed to the 

Struik defense committee; when asked if she signed a 

telegram to Judge Medina, protesting his behavior in the 

Communist trials in New York in June of 1949; if in March 

or April of 1948 she handled the arrangements for the re- 

ception for Madame Joliot-Curie in Boston-Cambridge at 
the Harvard Faculty Club; when asked if the conclusion 
issued by the Harvard Corp. on May 20, 1953, that “Dr. 

Markham is not and never has been a member of the 

Communist Party” was a true conclusion. 

It was apparent to the subcommittee that, when the Harv- 
ard Corp. spoke of exercising its judgment in “the credibility 
of statements,” the implication was plain that Mrs. Markham 
denied Communist membership in a statement, either oral or 
written, to the corporation. 

The subcommittee asked her if she had made such denials 
and she invoked her privilege against incrimination rather 
than answer. 


The Maurice Halperin case 


Maurice Halperin is a member of the Boston University 
faculty. 

In the course of its investigation into Communists in Gov- 
ernment, the subcommittee had in its record Elizabeth Bent- 
ley’s testimony that a member of a Soviet espionage ring in 
Washington during the war was Maurice Halperin, who had 
been head of the Latin-American Division of the Office of 
Strategic Services and of Latin-American Research Analysis 
in the State Department. It also had the information that 
Nathaniel Weyl, an ex-Communist, who later testified fully 
before the subcommittee, had known that Halperin was a 
member of the Communist Party of Texas and Oklahoma who 
had been sent to Mexico for the Communists to attend meet- 
ings of the Communist Party there. In addition, a top-secret 
memorandum, circulated among security authorities, dated 
November, 1945, was made known by then Congressman 
Richard M. Nixon in 1950, and this listed Maurice Halperin 
as a member of a Soviet espionage ring. The source of the 
information in the memorandum was the same Elizabeth 
Bentley who gave sworn testimony to the same effect with 
considerable more detail 3 years later. Neverthless, it was a 
security evaluation 3 years closer to Miss Bentley’s association 
with Halperin. 

Accordingly, and following established procedure, the sub- 
committee subpoenaed Maurice Halperin who, it learned, 
was chairman of the Latin-American Department at Boston 
University. Halperin appeared before the subcommittee in 
Boston on March 26, 1953, and refused to answer questions 
under his constitutional privilege on the following points: 


When asked if he was then a member of the Communist 
Party; whether he was a member of a Communist espionage 
ring that was directed by Elizabeth Bentley and which 
operated during the war; whether he knew that in Septem- 
ber, 1948, Miss Bentley testified that she had collected 
Communist Party dues from him while she was heading an 
espionage ring in Washington; if while he was a faculty 
member of Oklahoma University, he was a member of the 
Communist Party; whether while he was in Mexico he had 
attended meetings of the central committee of the Com- 
munist Party of Mexico; whether he was a member of the 
Communist Party while serving as consultant to the Eco- 
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nomic and Social Council of the United Nations; when 
asked if he was a party member when he participated in the 
United Nations Conference on International Organization 
in San Francisco in April and May of 1945; if he was 
party member while serving as division chief of OSS from 
September, 1941, to October, 1945, and when he was with 
the State Department from October, 1945, to June, 1948. 
when asked if he ever met Alger Hiss while working at the 
United Nations; if during the time he had been at Bostoy 
University, he had been attending secret meetings of the 
Communist Party. 


On June 30, 1953, Boston University announced that it 
was censuring Professor Halperin for his refusal to testify by 
was retaining his services as head of the Latin-American De. 
partment at the university.* 


The Case of Edwin Berry Burgum 

Another case was that of Edwin Berry Burgum. a profes. 
sor at New York University, who had invoked his privilege 
during the New York hearings. New York University held 
full hearing before the senate of the university and announced 
two decisions as follows: 


Whereas no person may be torced under the constitu. 
tional government of these United States to incriminate 
himself and no member of the teaching profession should 
be denied the legal protection accorded to all citizens unde: 
the fifth amendment of the Constitution, the committee 
finds that the first charge is not sustained; 

But whereas the university has a civic duty to the free 
society of which it is an institutional part, and whereas 3 
member of the teaching profession in our society may be 
expected so to conduct himself that his activities meet the 
tests of responsible exercises of his rights of academic free. 
dom, both in the classroom and elsewhere, the committee 
finds that the second charge is sustained; 

And further, this committee of his colleagues considers 
that the dismissal of Associate Professor Burgum for his & 
abuse of his university position under the cover of academic 
freedom would not be inconsistent with the statement of 
policy in regard to academic freedom, and tenure at New 
York University as specified in Section III, Articles 1-11 in- 
clusive, pages 21 to 26 in the New York University Faculty 
Handbook. (Date: May 4, 1953. New York University 
statement on the suspension, hearing and dismissal of 
Edwin Berry Burgum, associate professor of English, Wash- 
ington Square College of Arts and Science.) 


TEACHERS IN GOVERNMENT 


The subcommittee found that many of the professors who 
invoked their constitutional privilege when asked about the 
evidence of their Communist membership had experienced 
careers that alternated with Government service of a sensi- 
tive nature. Maurice Halperin had a long Government careei 
in the Office of Strategic Services, the Department of State, 
and the Office of the Co-ordinator of Information. Paul 
Martineau, librarian at Williams College, had been an OSS 
officer during the war. Ralph Spitzer, associate professor o! 
the University of Kansas City, was connected with the 
scientific research development program of the Defense De 
partment during the war with particular reference to the 
nature of the shock wave and of various phenomena cot 
nected with underwater explosives. Herman Landau, a 





*A second case of exceptional interest was that of Leo Kamin, 4 
teaching fellow, of Harvard, who the subcommittee learned had been 
New England editor of the Daily Worker ginder the name of Le 
Soft. Kamin when subpoenaed denied present Communist Party 
membership while testifying, invoked his privilege on the question 
of his membership 2 days earlier and to the question, “Did you o 
that occasion effect a tactical resignation from the Communist 
Party?” Kamin thereafter wrote a letter to the subcommittee ask 
ing for the right to change four answers in his testimony. Wher 
the subcommittee set a date for his requested change of testimony. 
he failed to appear. The subcommittee noted that in the meantime 
the Harvard Corp. issued its decision to retain Kamin, after cet 
suring him for not answering questions. 
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assistant professor at the University of Chicago, worked on 
ordnance research for the War Department while at the 
Aberdeen Proving Ground between 1941 and 1948. Sidney 
I Socolar, of the University of Chicago, had access of classi- 
fed information during the war in connection with his thesis 
on materials and methods for the detection of heat radiation 
yhile at Johns Hopkins University. 


The Philip Morrison Case 

Among the most interesting cases were those involving 
professors who worked on the atomic-bomb project. Not one 
of them claimed privilege under the fifth amendment. One 
witness, Prof. Philip Morrison, of the Massachusetts Institute 
of Technology, proved to be an exception to the subcom- 
mittee’s standard operating procedure. Professor Morrison 
acknowledged that he had been a member of the Young Com- 
munist League and the Communist Party in California in 
about 1939 prior to becoming associated with the atomic- 
bomb project. In fact, he was such a trained Communist that 
he delivered for his Communist unit a series of lectures on 
Leninism. 

Philip Morrison joined the Manhattan project in 1942. He 
was a physicist and group leader in the Meteorological 
Laboratory in 1944 and with E. I. du Pont de Nemours 
laboratory in 1944. As a physicist, he participated in the 
positive intelligence program of the United States Army. 
Until after the test of the atomic bomb he was with the Uni- 
versity of California laboratory in New Mexico. He was one 
of a small group of experts who assembled, tested, and 
mounted bombs used for combat in the Pacific. Due to his 
position at Los Alamos he was a member of a mission to 
Japan to inspect damaged cities. Professor Morrison acknow]- 
edged he had access to virtually all secrets of the project. The 
subcommittee obtained limited access to his Government 
questionnaire and learned that he had withheld his Com- 
munist Party membership from the security authorities. In his 
testimony Morrison stated that certain authorities did know ot 
his record. The most significant aspect of his testimony was 
the fact that Morrison acknowledged active work for the Com- 
munists right down to less than 3 weeks prior to his testimony. 
The subcommittee learned that Professor Morrison and Dr. 
Edward Barsky had been put in charge of an important cam- 
paign for the American Peace Crusade at a meeting on April 
17, 1953. The purpose of the April 17, 1953, meeting was to 
launch a proposed periodical, to set up a speaker’s bureau, and 
to bring together the people with like-minded views. Rev. 
John W. Darr was selected to be in charge of public rela- 
tions for the forthcoming plans of the American Peace 
Crusade. 

The American Peace Crusade is an organization controlled 
by the Communists and cited as Communist by the At- 
tomey General on April 29, 1953. Morrison’s explanation 
was that he had petitioned the Attorney General to have 
the organization removed from the subversive list. This 
petition has not been granted. The fact that Morrison had 
been an organized Communist and was in charge of a cam- 
paign for a Communist-controlled organization, the nature of 
which should have been apparent to a man of his political 
sophistication and experience, was deemed so significant to 
the subcommittee that it felt his testimony should be in the 
record. In addition, it portrayed what the subcommittee felt 
was an egregious looseness in security on the nation’s most 
valuable wartime secret. 


The Case of David Hawkins 

This laxity in security matters was exemplified by the 
testimony of two other witnesses. One of these, David Haw- 
kins, was a professor at the University of Colorado who at the 
time of his appearance had the title of intern in general 
education at Harvard University, under the auspices of the 
Camegie Corp. Professor Hawkins testified that he had 

n a Communist from 1938 to 1943 and was assigned to 
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Communist Party branches in California while at the Uni- 
versity of California and Stanford. He testified that he dis- 
continued going to Communist meetings, he believed, in 
March of 1943. In the first week of May of that year he re- 
ceived a telephone call from a Mr. W. R. Dennes, spoke with 
Robert Oppenheimer, the director of the Los Alamos project, 
and became assigned to the project as an “administrative 
aide.” Later, he became historian of the project and had 
access to all the information nécessary to write the history 
of the project. He testified that he was familiar in a qualitative 
way with the development of the “superbomb.” He also 
testified that Frank Oppenheimer, brother of Robert Oppen- 
heimer, had been chairman of a branch of the Communist 
Party to which he, Hawkins, belonged and he conceded that 
it was possible that he had met Robert Oppenheimer through 
Frank, who, according to the testimony, was also transferred 
to the Los Alamos project. Hawkins declared he was not asked 
by the security authorities at Los Alamos about his member- 
ship in the Communist Party. He acknowledged that he had 
been asked to list organizations that he had belonged to. 
He said he did not regard the Communist Party as “an 
organization in that sense.” He also said his Communist record 
was known to “high offices of the military security of the 
Manhattan project.” 

Professor Hawkins was one of the three witnesses who re- 
fused to answer certain subcommittee questions without in- 
voking the fifth amendment. He refused to say whether one 
Leonard T. Pockman was a Communist or whether Professor 
Morrison was a Communist at a particular time. 


TEACHERS ON DEFENSE JOBS 


The third case involving the atomic-bomb project was that 
of Lewis Balamuth. Balamuth had been identified by a wit- 
ness during the Institute of Pacific Relations hearings by the 
Internal Security Subcommittee as a person who had been a 
Communist while on the staff of City College in New York in 
the early 1940s and who had been assigned to the Atomic 
Bomb Manhattan project during the war. Balamuth had been 
identified as a Communist in open hearings of the Rapp- 
Coudert (New York State Legislative) Committee, and had 
left the New York City College thereafter. When Balamuth 
was subpoenaed he proved to be a completely responsive 
witness and impressed the subcommittee with his sincerity 
and directness. He testified he had been a Communist from 
1936 to sometime in 1946, that after his departure from City 
College he worked on the faculty of the School for Democ-. 
racy, an institution organized by the Communists to take care 
of those dismissed as a result of the Rapp-Coudert inquiry, 
and later taught at the Jefferson School of Social Science; 
that he had worked with four other Communists on projects 
that involved war contracts; that he received an unsolicited 
call from Chicago during the war and was asked to use a 
method which he had developed at Columbia University for 
measuring the elastic properties of materials, using ultra- 
sonics. He was asked to apply this method to the study of 
the properties of graphite, for the Manhattan bomb project. 
His superior was surprised that an exposed Communist, such 
as Balamuth, should be selected for this assignment. Bala- 
muth said he worked only one day on the project and recom- 
mended another scientist in his stead. He was later listed on 
the faculty of the Jefferson School as a lecturer on atomic- 
power literature. Balamuth explained that he had a heart 
attack in 1945 and had an opportunity to view himself in his 
political perspective and thought his way out of the Com- 
munist Party. 

Balamuth was excused from public testimony because of 
his physical condition. The subcommittee, however, felt that 
his testimony was of such importance that it should go into 
the record inasmuch as its publication would have the effect 
of presenting him to the world as one on the side of free men 
whose Communist record had previously been made public. 
The subcommittee thus made an exception to its rule of 
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presenting its testimony through witnesses in public session 
so that they could be viewed by the whole world. 

The subcommittee also felt that the shocking condition 
portrayed by the testimony of Morrison, Hawkins, and Bala- 
muth, involving as it did the case of Frank Oppenheimer and 
others, warranted special treatment and consideration. 


COMMUNIST TEACHERS AS PROPAGANDISTS 


Throughout the course of the subcommittee hearings, 
teachers who have refused to affirm or deny their Communist 
Party membership have reiterated their insistence that no 
evidence has been produced to show that communist propa- 
ganda has been injected into the schools and colleges. Tima 
Ludins, for example, pleaded constitutional privilege under 
the fifth amendment, and declared that evidence had not 
been produced that— 


any teacher has ever taught anything in the classroom but 
the subject which he was hired to teach. 


Abraham Lederman, president of the New York Teachers 
Union, another who invoked his privilege under the fifth 
amendment declared that— 


there has been no instance presented of a teacher having 
actually attempted to introduce Communist doctrines in 
the classrooms. 


But the testimony before the subcommittee has convincingly 
demonstrated that such teachers are not only actively engaged 
in injecting Communist influence into our educational institu- 
tions, but that they do this through oblique and indirect 
methods, under Communist Party direction. 

The real aim of Communist teachers is clearly expressed 
by Dr. Bella V. Dodd, former member of the National Com- 
mittee of the Communist Party, and a former teacher at 
Hunter College, in her testimony on March 10, 1953: 


Senator Welker: Dr. Dodd, in your opinion, can any 
teacher or professor not influence, either in class or out, 
students toward or in favor of the purposes of the inter- 
national Communist movement? 

Dr. Dodd: The Communist teacher has a very definite 
function to perform. He must not only make himself an 
agent of the class struggle; he must indoctrinate other 
teachers in the class struggle, and he must see that their 
students are indoctrinated in the class struggle. That doesn’t 
have to be in four-syllable words. The class struggle means 
in the classroom that the schools are regarded, for instance, 
as part of the apparatus of the bourgeois state, and there- 
fore the student is considered to be in rebellion against the 
bourgeois state. It is the function of the teacher to fan that 
rebellion and to make the student recognize that only by 
establishing a Soviet system of government will you be 
able to be free. 

Senator Welker: Does he do it more in the classroom or 
more out of the classroom, or are you able to say? 

Dr. Dodd: It is done both ways. Within the classroom— 
I would like to read to you, if I may, from a publication 
called The Communist, the theoretical magazine of the 
Communist Party. 

The Chairman: Proceed, Dr. Dodd. 

Senator Welker: You may proceed. 

Dr. Dodd: This was an article written in 1937 at the 
time when the Teachers Union was at its peak, at the 
time when the Communist Party within the schools was at 
its peak, an article called the Schools and the People’s 
Front, written by a man called Richard Frank. 

Senator Welker: Who published this document? 

Dr. Dodd: Published by the Communist Party, the na- 
tional committee of the Communist Party. This is its 
monthly magazine, its theoretical journal. 

Senator Welker: You may proceed to read it. 

Dr. Dodd: This is called, The Schools Are the People’s 
Front. [Reading:] “the rebelliousness of the school children 
directed against a part of the state machinery itself is 
something that Communists cannot afford to ignore. This, 
together with their desire for knowledge and social life, 
must form the starting point for our work among the 
students in the schools. The problem is rather how to guide 
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and direct that spirit of rebelliousness which 
exists 

“Communist teachers are therefore faced with a tre. 
mendous social responsibility. They must consider pot 
merely their own teaching problems, but the problems of 
the children. They must take advantage of their position 
without exposing themselves, to give their students to the 
best of their ability the working A asin education.” 

For special reasons the youth in our schools and colleges 
are a favorite Communist target, as Dr. Dodd explains: 

Dr. Dodd: The youth are a very special target of the 
Communists. They want youth because the youth are the 
government of tomorrow. The people of today are pretty 
well through, as far as they are concerned. They want to 
indoctrinate and teach the people with whom they. wil] 
take over tomorrow. , 

Senator McCarran: The youth, when in school, for the 
hours that he is in school, is removed from the home and 
the family ties, and the guidance of the home. So the 
youth during those hours is a subject for the activities of 9 
this conspiracy to train the mind of the youth along the 
lines that would eventually lead to the destruction of our 
form of government, is that not true? 

Dr. Dodd: There is no doubt in my mind that the Com. 
munists will use the schools and every other educational 
medium, whether it be comic books or the radio and tele. 
vision; they will use every educational medium. 

Senator McCarran: They go to every level in the schools, 
is that not true? 

Dr. Dodd: From the nursery school to the universities, 

Senator McCarran: From the primary schools, the 
grade schools, the high schools, and then into the acade- 
mies, is that right? 

Dr. Dodd: There is no doubt about that. 


COMMUNIST TEACHERS SPECIALLY TRAINED 

These teachers are first of all subjected to a thorough in- 
doctrination on joining the Communist Party, in order to 
insure their conformance to the party line. In this connection, 
Dr. Dodd’s testimony is illuminating: 

Senator Johnston: Then it is true that you have meetings 
at intervals where the teachers come and where they are 
indoctrinated into the communistic doctrine? 

Dr. Dodd: There is no doubt about it. They are given 
the Marxist-Leninist training. As a matter of fact, most 
teachers who join have to go to a school. They are sent to 
a school to learn how to become Communists. 

Mr. Morris: Will you tell us precisely who Mindel is 
now? 

Dr. Dodd: Mr. Mindel was a teacher in the Workers 
School. He was one of the trained Marxists who used to 
give classes in Marxism-Leninism. 

Mr. Morris: He was also a defendant in one of the re 
cent trials, was he not? 

Dr. Dodd: He was used to train teachers. As a matter of 
fact. in a number of the national training schools for 
teachers. You see, when a teacher became a Communist, 
he immediately had to be indoctrinated, and one of the 
national training schools for the teachers was run by “Pop” 
Mindel. I remember visiting the school. 

On April 7, 1953, Herbert Philbrick, former FBI under- 
coverman in the Boston Communist Party, testified to the 
existence of an educational commission in each district of the 
Communist Party, as well as nationally. The teachers whom 
he knew with the party operated under the direction of the 
educational commission. 

The New York Teacher News is the official organ of the 
New York Teachers Union, which has been expelled from the 
Congress of Industrial Organizations and from the Americat 
Federation of Labor because of its Communist character. An 
examination of this organ, whose editors invoked the fifth 
amendment when they appeared before our committee, dis- 
closed a regular feature column promoting the Soviet Union, 
and Communist-front organizations and Communist litera- 
ture, which was headed with the instruction: “New material 
for classroom use.” 

Miss Anne Melson Stommel, chief of the film branch of 
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the Signal Corps Publications Agency at Fort Monmouth, 
N. J, attended certain in-service courses for teachers in New 
York City in 1947. According to her carefully annotated notes, 
taken at the time of the course, the chairman and master of 
ceremonies was Louis Relin, a high-school teacher, who has 
refused to deny his Communist Party membership. Partici- 
ating as lecturers, were three speakers who also invoked 
the fifth amendment: William Frauenglass, since suspended 
iw the New York Board of Education; Bernard J. Stern of 
Columbia University; and Robert Norton. Dr. Stern used the 
gecasion to praise the minority policy of the Soviet Union 
and the Marxist publication, Science and Society. In the 
material shown and recommended were various films and 
pamphlets by writers who have refused to deny Communist 
Party membership before congressional committees including: 
Gene Weltfish, Robert Norton, Ring Lardner, Jr., Waldo Salt, 
and Albert Maltz. 

In the course of his lectures, Roberton Norton declared: 

Reach the whole community and the community 
through the school . . . 

.. . We are fundamentally trying to change a fixed com- 
munity pattern. We are going to have to reach the entire 
adult community . . . That’s where the schools come in. 
You reach all children . . . they'll go home and reach all 
adults. 

On March 11, 1953, Dr. Harry D. Gideonse, placed in the 
record the following estimate of Communist activity in our 
schools which he made in 1948, based upon his long academic 
experience: 

In almost all colleges of any size, and in many secondary 
schools as well, Communists are working actively to under- 
mine the students’ faith in American foreign policy, to in- 
tensify racial and religious friction among Americans of 
diverse cultural backgrounds, and to promote the general 
attitude that “Moscow is always right.” 


PARTY KEEPS TEACHERS UNDER SURVEILLANCE 


Moreover, the evidence shows that the activities of Com- 
munist teachers are subject to the most rigorous review and 
discipline by the Communist hierarchy. The subcommittee was 
reminded of this when it discovered a member of the disci- 
plinary review or control commission of the Communist 
Party in the audience at its hearing on September 25, 1952, 
watching the conduct of teacher witnesses being questioned 
as to their Communist affiliations. Dr. Dodd supplemented 
our experience with a description of the power of this com- 
mission: 

Senator Welker: What is this control commission, Dr. 
Dodd? 

Dr. Dodd: The control commission is the internal police 
of the Communist Party in any country that there is. The 
control commission is the disciplinary commission. Re- 
member, I said that communism is a government within a 
government . . . If I commit an offense against the Com- 
munist movement, either by thought, word, or action, I 
get brought before the control commission, and there I 
am tried, to a certain extent, and I am given certain 
penalties. 

Senator Welker: And you had that control commission 
in New York? 

Dr. Dodd: We had that control commission on a na- 
tional basis, in New York and every other State in the 
Union, every other district. 

Senator Welker: You had dealings with it from time 
to time; did you not? 

Dr. Dodd: I was called before the control commission 
on three separate occasions during the time I was strug- 
gling with the party from 1945 to 1948. 

Then she showed the impact of this power on the mind 
of the Communist teacher in the course of the following 
colloquy: 


Senator Welker: Dr. Dodd, based upon your experience 
at Hunter College and your experience in the legislative 
field on behalf of the Teachers Union and your entire 
background, can you tell me whether or not a Communist 
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teacher or a Communist college professor is a free agent 

in any sense of the word? 

Dr. Dodd: No Communist who knows he is a Commu- 
nist can be a free agent. He is a soldier in the international 
army of world communism, and he has a devotion to that 
principle over and above anything else there may be. It is 
not like just being an ordinary liberal or an ordinary radical. 
You are part of an international movement, and you are 
co-ordinated with your committees and your organization. 
You meet at least once every 2 weeks with the people who 
are the party apparatus. There is no such thing as freedom 
for a Communist college teacher. 

The whip of the Communist Party did not stop, however, 
at the classroom door, as far as teachers are concerned. It was 
wielded even over those who entered the armed forces with 
particular reference to those who participated in Army in- 
doctrination courses. These individuals were compelled to 
make regular and full reports regarding their activity to their 
party superiors. Again the testimony speaks: 

Mr. Morris: Dr. Dodd, did Communist teachers there- 
fore accept the general directives of the Communist Party, 
and did they themselves go into the armed services of the 
United States during this period? 

Dr. Dodd: Yes; they immediately began volunteering for 
service and co-operating with the war effort to their fullest 
extent. 

Mr. Morris: Do you know, based on your experience 
with these schoolteachers, what assignments they uitimate- 
ly obtained in the armed services of the United States? 

Dr. Dodd: I guess it was varied, because it depends 
upon the branch of service. Many of our teachers did seek 
to go into the educational division of the Army, the in- 
doctrination course. 

Mr. Morris: How do you know that, Dr. Dodd? 

Dr. Dodd: From time to time the members would come 
back and we would discuss the question of what their work 
was, and they would discuss particularly the indoctrination 
courses where they were very eager to make the turn for 
the American soldier in a pro-Soviet fashion. Many of our 
soldiers were anti-Soviet, despite the fact that the Soviet 
Union was in the war with us. It was the question of mak- 
ing the turn and establishing the idea that the Soviet Union 
was a democracy and was, as a matter of fact, the most 
perfect democracy in the world. 

The purpose of the indoctrination courses was to get as 
much of that in as possible. Of course, in some places they 
got a lot in; in some places they had to take little. They 
were very anxious to get it in. 

Mr. Morris: You know this, Dr. Dodd, because of that 
fact that you knew these particular Communist teachers 
who did come back and as a matter of fact reported to you 
at Communist Party headquarters how they were carrying 
on their own indoctrination courses in their service? 

Dr. Dodd: As a matter of fact, no Communist went to 
the armed forces or came out of the armed forces without 
reporting to the party his experience, his work. No man 
came in on leave without reporting to the party and finding 
out just what the pitch was. 


SOCIAL ACTIVITIES IMPORTANT 


William H. Withers, chairman of the department of eco- 
nomics and contemporary civilization of Queens College, has 
taught for 24 years in American universities, in the course of 
which he has closely observed the tactics of Communist 
teachers, particularly with reference to their conduct out- 
side of the classroom. We quote from the testimony of Dr. 
Withers: 

Mr. Withers: Well, the theory of the Communist Party, 
as I understood it, in the early days, and I think it still 
holds good, is that people are put in strategic, what might 
be called strategic positions. Now, in a sense, a teacher is 
in a strategic position. He is in a strategic position not 
simply because he is able to introduce his ideas into class 
discussions or into his lectures, but he is primarily in a 
strategic position because after hours, after class hours, he 
can exercise a very important influence upon the ideas of 
students who gather around him. 

The typical action of the Communist teacher is to be- 
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come a popular person with students, to curry favor with 
the students, to appear to be a courageous person, to appear 
to be a person who is without sin and is always against sin, 
to be a person who is constantly fighting for what is 
idealistic. A lot of young people accept this view that the 
Communist teacher has of himself, and as a result become 
a part of what might be called a coterie of the Communist 
teacher. Then they begin to become active. They are 
gradually educated into Communist activity, and it is for 
that purpose that the Communist teacher is most useful 
to the Communist Party 

The method of operation was primarily through constant 
personal contacts with students, after your class hours. 
Both of these two teachers were popular teachers with 
students and they made constant lets to become friends 
with students on the campus. They attended practically all 
of the important student meetings. They sponsored student 
organizations, particularly of a liberal variety. They asso- 
ciated with students off the campus, in the homes of the 
other students who were either affiliated with the Com- 
munist Party or sympathetic to the Communist Party. 


TEACHING IN COMMUNIST SCHOOLS 


Demonstrating their active concern with the promotion of 
Communist propaganda, a number of witnesses who invoked 
the fifth amendment, employed in private or public schools 
and colleges, have taught in schools described by the At- 
torney General as “adjuncts of the Communist Party,” particu- 
larly the Jefferson School of Social Science (New York), 
Philadelphia School of Social Science and Art, Samuel Adams 
School of Social Studies (Boston), Abraham Lincoln School 
(Chicago), School for Democracy (New York), Workers 
School (New York). These names are to be found in an 
appended table. Tima Ludins admitted that she had taught 
in Soviet schools. Margaret Schlauch and Helen Adams Ing- 
feld, former college professors in New York City, are now 
teaching in Communist Poland. 


PROJECTS AND PROPAGANDA 


Teacher witnesses before the committee, who claimed 
this privilege under the fifth amendment in answer to their 
Communist Party membership, invoked a similar plea regard- 
ing their activities in recruiting students and teachers into the 
Communist Party or the Young Communist League, and their 
active support and promotion of Communist-front organiza- 
tions, campaigns, and publications. 

Typical was the case of Horace Bancroft Davis, associate 
professor of economics at the University of Kansas City, who 
invoked his privilege under the fifth amendment on the sub- 
ject of his support of the Stockholm peace petition, the 
Abraham Lincoln Brigade, Conference on Pan-American 
Democracy, Workers Alliance, American League Against War 
and Fascism, Schappes Defense Committee, New Masses, 
International Labor Defense, and petitions for the freedom of 
Earl Browder and Luis Carlos Prestes. 

A significant example of Communist propaganda in an 
educational work outside the social science field was the book 
“Soviet Psychiatry,” by Dr. Joseph Wortis, a leading psychia- 
trist who has trained many young psychiatrists. He boasted 
that 10,000 copies had been printed, that it was now in its 
second printing and had been hailed by leading medical 
journals as a “valuable source of factual material.” Dr. Wortis 
pleaded the fifth amendment as to his Communist Party mem- 
bership at the time when he wrote the book. The inaccuracies 
and outright propaganda in this book were presented in testi- 
mony by Dr. Michael Mischenko, a professor of psychiatry 
from 1929 to 1944 in the Soviet Ukraine. Dr. Wortis, accord - 
ing to his own admission, had never visited the Soviet Union 
or the institutions he so glowingly described. 


THE POSITION OF WITNESSES IDENTIFIED 
AS COMMUNISTS 


The subcommittee could not fail to observe a fixed pattern 
of behavior toward the subcommittee from the witnesses who 
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were identified as Communists and who invoked their cop. 
stitutional privilege. 














follo 





Howard Selsam has been identified by numerous Witnesses 





in sworn testimony as a member of the Communist Party, He I 
was suspended from the New York City school system jn “a 
1942. Shortly thereafter he was made director of the Commy. B 
nist-created School for Democracy. And at the time of his nes 
testimony he was director of the Jefferson School of Social . 
Science, an institution adjudicated by the Attorney Genera] as uit 
an adjunct of the Communist Party. His books have been Lid 
published by International Publishers, the official publishers : 
of the Communist Party. When he was subpoenaed, he was and 
asked about all this evidence, and he invoked his constitutional ; 
privilege rather than deny it. o> 
The subcommittee felt that the statements of Selsam, jn .* 
view of his uncontroverted Communist membership and his . 
official position as director of the Communist training school 7 
were representative of a Communist teacher. Selsam, at the 7 
outset of his testimony, submitted a statement which the sub. 
committee received. It read: 1 
(Prepared for presentation to the Internal Security Sub. ed 
committee of the Judiciary Committee of the United State: BB we 
Senate, Washington, D.C., April 8, 1953) a 
I come before this committee only under compulsion; | & of 
testify here under protest. This is nothing but an evil inqui- ed 
sition into the heresies of which educators may be sys. the 
pected. 
All the actions of this committee reveal its aim to be the 7 
creation of an atmosphere of repression and terror so that 
no teacher dare follow the lead of ideas without first asking 
himself what ideas or organizations this committee ap. fi 
proves. Nearly every witness you call before you knows full ™ 
well the meaning of your subpoena server’s knock on his & *& 
door. It spells for him either the threat of dismissal fron. 
his job and his life’s chosen profession, or the loss of his! 
integrity and decency. He knows that once he seeks to fm 
maintain his honesty and freedom by standing on his con. 
stitutional grounds, his college authorities threaten his dis. B 
missal. He knows that once he begins to crawl before you, % | 
he will be dragged through the mud till he becomes ant | 
informer, a’stool pigeon, or an outright liar. | 
Such a proceeding as this deserves nothing but contempt B 
from any teacher, scholar, or citizen of a democracy. A 
Mr. Markel, the Sunday editor of the New York Times, | 
observed last week, these congressional investigations of 
schools and colleges have dropped an iron curtain of} | 
thought in our country, have produced a sort of intellectual B 
virus that paralyzes our moral sense and our basic jude | 
ments. Only last week, too, the Association of American} | 
Universities stated that a university’s “whole spirit requires 
investigation, criticism, and presentation of ideas in an 
atmosphere of freedom and mutual confidence.” Yet I am¥q | 
only one of a constant parade of witnesses summoned be B 
fore investigating committees for the sole purpose of de- J ay, 
stroying mutual confidence among educators, blacking out 
an atmosphere of freedom, and preventing any criticism 
of accepted ideas. | 
All of my adult life has been devoted to the study ff 
philosophy and society and to teaching students the best o! 
the thought of humanity, past and present, in order that 
they might find solutions to the problems confronting them. B 
I have always had the deepest love for my country, whos 
independence my ancestors helped to win. I want it tok ~ 
the best in everything, especially with respect’ to the lifed B 
its working people and its national minorities. I have long | 
followed Thomas Jefferson’s plea: “Educate and inform the 
whole mass of the people. They are the only sure reliance fe | 
for the preservation of our liberty.” . 
These are a few of the reasons why I choose to uphold - 
the Constitution with its guaranties of freedom of thought | 
and speech. These too, are the reasons I employ the fifth ) 
amendment as it was originally intended to be used. 
namely, to protect American citizens against inquisitor, ) 
abusers of judicial power, or legislators who, under the 
cloak of investigation, seek to frighten our people into con | 
formity. 
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The subcommittee has reprinted this comment for the 


following reasons: 


|. The statement is completely at variance with the printed 
te This statement or parts of it were echoed by other wit- 
nesses Who invoked their privilege against incrimination when 
aked about the subcommittee evidence of their Commu- 
nist membership, notably Horace Bancroft Davis, Tima 
Ludins, Meyer Case, Abraham Lederman, Richard H. Austin, 
Doxey A. Wilkerson, Oscar H. Shaftel, Mrs. Alice Jerome, 
and others. 

3, The biased and inaccurate strictures of Mr. Selsam, 
whom the subcommittee considered a recognized Communist 
spokesman and educator, have, for reasons difficult for the 
gibcommittee to understand, been reflected with remarkable 
gimilarity in the comments of certain educators, editors and 
wel-known public figures. 


SHOULD A COMMUNIST BE A TEACHER? 


The subcommittee, in hearing the testimony of so many 
educators who, the evidence and their behavior indicated, 
were Communists, noted the many evasions and the specious 
and dishonest representations of the purposes and procedures 
of the subcommittee. It was, in addition, impressed by the 
evidence that responsive and qualified witnesses gave about 
the nature of the Communst conspiracy and the individuals 
therein. It is firmly aware of the position of trust that a teacher 
holds in relation to his students and to the parents who have 
committed their sons and daughters to his guidance and in- 
fluence. Furthermore it could see in every phase of the testi- 
mony the sketch and the outline of the Soviet conspiracy 
against our youth. 

The American Association of Universities on March 30, 
1953, issued a statement addressed to the eligibility of a 
Communist teacher to teach. It read: 

.. . Appointment to a university position and retention 
after appointment require not only professional competence 
but involve the affirmative obligation of being diligent and 
loyal in citizenship. Above all, a scholar must have integ- 
rity and independence. This renders impossible adherence 
to such a regime as that of Russia and its satellites. No 
person who accepts or advocates such principles and meth- 
ods has any place in a university. Since present membership 
in the Communist Party requires the acceptance of these 
principles and methods, such membership extinguishes the 
right to a university position. Moreover, if an instructor 
fallows communistic practice by becoming a propagandist 
for one opinion, adopting a “party line,” silencing criticism 
or impairing freedom of thought and expression in his 
classroom, he forfeits not only all university support but 
his right to membership in the university. 

Prof. Harry Allen Overstreet, an experienced educator 
and lecturer, expresses himself in his testimony as follows: 


Mr. Morris: Do you feel that a person’s being an active 
member of the Communist Party is compatible with being a 
teacher in a university or in an undergraduate school? 

Mr. Overstreet: I am perfectly convinced, Mr. Morris, 
that it is quite incompatible with being a teacher in an 
education system such as our democracy calls for. 

Teaching is a matter of one’s total personality, and the 
Communist attitude toward life being an attitude which 
accepts the fact that we all have these fundamental ques- 
tions answered, and we simply have now to follow, is a 
condition which goes completely counter to the freedoms 
of investigation and the integrity of investigation that we 
require in our educational processes. 

So I would say that being a Communist, being an active 
and confirmed Communist, is completely incompatible with 
teaching in our kind of educational system. 

. I would say all of these go counter to what is re- 
quired in democratic educational processes, and, since 
teaching is a matter of a total personality and not simply of 
teaching the particular subject matter, that total person- 
ality Communist orient seeps over into the teaching, into 
all the human relationships, and for that reason I would 
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say that being a Communist, if I may put is paradoxically, 

being a Communist makes a competent teacher incom- 

petent to teach... . 

From these observations and from all the evidence taken 
to date, the subcommittee has come to these conclusions: 


CONCLUSIONS 


1. World Communist leaders have made schools and col- 
leges of the United States a target of infiltration and activity 
as part of their program to destroy the United States. 

2. A Communist educator, because of his submission to a 
totalitarian organization, cannot maintain the standards of 
academic freedom and objective scholarship and be loyal to 
the regulations of local authorities. 

3. Communist teachers use their positions in the class- 
room and in extracurricular activities to subvert students 
and other teachers and the public to promote the objectives 
of communism. 

4. Communist teachers exercise as part of an organized 
conspiracy an influence far more extensive than their numbers 
would indicate. 

5. Communist penetration of the schools is becoming more 
covert, and Communist teachers are being organized into a 
secret underground more difficult to detect. 

6. Teachers, students and educational authorities, public 
and private, do not today have the means to identify, un- 
assisted, secret members of the Communist Party or to trace 
their conspiratorial activities. 

7. Exposure of Communists by congressional and State 
legislative committees has helped local authorities protect 
themselves against organized subversion and has given such 
authorities the evidence by which some hidden Communists 
could be removed from teaching positions. 

8. Since the great majority of present-day secret Commu- 
nists can, only with great difficulty, be identified by evidence 
sufficient to justify legal action, it falls upon the educators 
themselves to devise criteria and methods to deal with teach- 
ers whose adherence to the Communist conspiracy, though 
not easily legally provable, makes them morally unfit to teach 
as well as a threat to national security. 

9. A teacher, who invokes his privilege against incrimina- 
tion rather than deny membership in the Communist organi- 
zation before a duly constituted authority, violates his trust 
and forfeits his right to shape the character of our youth. 


RECOMMENDATIONS 


The subcommittee makes the following recommendations: 

That educational authorities give consideration to the 
establishment of criteria and the initiation of procedures 
whereby schools, colleges and universities can eliminate 
teachers who have demonstrated their unsuitability to teach, 
because of their collaboration with the Communist conspiracy. 

That States and educational institutions give consideration 
to the program adopted by the State of California, and the 
several colleges and universities therein, which, recognizing 
that subversion in the educational process is a matter of public 
concern, has put into operation a program that provides for 
a reservoir of security information, the free exchange of 
security information between colleges and legislative com- 
mittees, and means whereby the facilities and powers of 
State agencies are made of service to educational institutions. 

That school authorities, colleges, and local boards of educa- 
tion institute positive programs, under qualified experts in 
the field of combating communism, to teach both teachers 
and school pupils the nature of the Communist conspiracy 
that is attacking the whole structure of our society. 

That the Internal Security Subcommittee continue to sup- 
port Senate bill 16, giving Congress the power to grant im- 
munity to certain witnesses, and, in the event of its enactment 
into law, review the evidence taken by the subcommittee dur- 
ing this session of Congress with the object of recalling certain 
witnesses who have refused to testify. 
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N SIGNING the truce in Korea, why do we sign 

alone? Why do not the two principal enemies—the 

Communist Chinese Government and the Soviet Gov- 
ernment—also sign? 

What we are saying by our signature is that we have 
not achieved military victory and that we have not con- 
quered the enemy. 

We are saying by our signature that the Republic of 
Korea will not be unified by military force—and we 
imply that we now can obtain by a “political confer- 
ence” what military force could not obtain for us on 
the battlefield. If so, why did we use military force at 
all? What answer shall we make to the next of kin of 
the 25,000 American dead and to the 115,000 other cas- 
ualties who have lived to see their sacrifice ignored? 

We are saying by our signature that the words of the 
U.N. resolution of October 7, 1950, were hollow and 
meaningless—for we have not ensured “conditions of 
stability throughout Korea,” as then pledged. 

We are saying by our signature that the words of the 
resolution of the U. N. on February 1, 1951, denouncing 
the Government of Communist China as an “aggressor” 
were hollow and meaningless, too. For, ironically 
enough, the “aggressor” wasn’t even required to sign 
the truce. The signature of the enemy General in his ca- 
pacity as commander of 1,000,000 Chinese ‘“‘volunteers” 
was deemed sufficient. Yet these “volunteers,” of course, 
have been fighting for nearly three years now as an or- 
ganized army, aided and supported by munitions from 
the governments of Red China and Soviet Russia. 

We are saying by our signature that, when war breaks 
out in Asia, we of America supply 95 per cent of the 
troops and the money, but when it comes to fighting 
that war we submit our strategy, the area of combat and 
the weapons to be used to a veto by a group of nations 
who do not bear the same sacrifice. 


We are saying by our signature that we are 
agreeing to a “cease fire” in behalf of the United Na- 
tions—an organization many of whose members have 
been strengthening the enemy with economic force. 
Last week a United States Senate Subcommittee estab- 
lished through a well-documented report—uncontra- 
dicted by our Department of State—that trade with 
Communist China by our so-called allies has actually 
been increasing and has exceeded 2 billion dollars dur- 
ing the Korean war, and that a strategic commodity 
like natural rubber has been shipped in larger quan- 
tity than before by the United Kingdom to Soviet Rus- 
sia, from whence it was sent to Communist factories to 
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make tires for trucks and planes to carry guns and 
shells to kill American boys. 

We are saying by our signature that we are willing 
through three years of fighting to pay in human blood 
while our allies give us doubletalk about the legalistic 
difference between “strategic” and ‘“non-strategic” 
goods. The great British Government, which has re- 
fused throughout the last three years to ban shipments 
of rubber to Soviet Russia, historically never made 
such an unrealistic definition of ‘““contraband”’ or over- 
looked before the doctrine of ultimate destination when 
its Navy was enforcing a blockade. 

On March 29, 1953, our Secretary of Defense, Charles 
E. Wilson, wrote to a Senate Committee: 

“The Department is convinced that any goods, or any 
services, reaching or serving these areas (China and 
North Korea) increase the capabilities of the Commu- 
nist forces in Asia not only to continue, but even to in- 
tensify and extend the present areas of aggression.” 


How can we, in the face of that pronounce- 
ment, now expect a just settlement out of a “political 
conference” dominated by members of the U.N. who 
have proved faithless to us during the war? 

Notwithstanding all this, the Congress of the United 
States this very week is being asked in the name of our 
own security to keep on furnishing financial aid in the 
billions to our so-called allies. At what time and after 
how much expenditure can we be sure that our allies j 
will become faithful to us? ; 

What does the “enemy” sign? What does the “enemy” 
agree to? Nothing but the status quo—a divided Ko- 
rea as it was in 1945, as it was in 1950, and as it is today. § 
And it will so remain because our President now has i 
publicly proclaimed in advance that military force will ; 
not be used to unify Korea. 

Thus our military leverage is gone. Our economic F 
leverage is gone. Our moral leverage is gone. 

We are saying by our signature that, unless Syngman 
Rhee indefinitely and interminably agrees to observe 
the line that now divides his country, he will be guilty 
of “aggressive action.”’ Yet the Communists are free of 
any obligation to agree at the peace table to a unified 
Korea. There is no provision in the armistice agreement 
that limits the duration of the “political conference.” 

We have signed away our honor at Panmunjom. 

When principle goes by the boards, nations, like gov- 
ernments, begin to decay and the end result is that the J 
aggressor becomes further emboldened until finally he 
engulfs the whole world in war. 
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Autotronic—WITHOUT ATTENDANT—Elevatoring offers, as an optional 
feature, a completely automatic supervisory system. When it is in operation, 
the starter does not have to change the traffic programs manually. 
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The completely automatic supervisory system is kept aware of every traffic 


change during a busy building’s day—by the traffic itself! 





_&£ Passenger calls and waiting time data are recorded continuously. A change 
nic 





in the traffic pattern is detected automatically. Is the traflic Balanced UP-DOWN, 
Heavier-pown, Heavier-UP, DOWN-Peak, UP-Peak, Light-INTERMITTENT 2? When 

this question is answered, the automatic program selector puts a corresponding 

traffic program into operation immediately. 

Autotronic—WITHOUT ATTENDANT—Elevatoring has an ‘‘automatic elevator 

operator” on duty in each car every minute of the day. This saves up to 

$7,000 a car, each year. 6 automatic programs operate the cars as a coordinated 

” group. Diversified traffic can be handled in large, or small, office buildings, 

hotels, and hospitals. Ask any of our 266 offices about new or modernized installations, 


- Otis Elevator Company, 260 11th Avenue, New York 1, N. Y. 
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Tuey’ve cot Daniel Boone in the schoolbooks now, and it’s 
the last place he ever expected to be. In his lifetime, nothing 
and nobody could make Daniel Boone stay put. 


He was a man with the urge to get going. He couldn’t rest 


until he’d had a look at things just beyond the next line of hills. 


It started in Pennsylvania, where Daniel was born—a wild 
frontier settlement then, but not wild enough for the Boones. 
So they piled their goods on a wagon and moseyed down 

to the Yadkin valley in North Carolina. 


Here, alone in the land, with buffalos for neighbors and deer 
for his friends, Daniel grew up. He learned the ways 

of the woods, animal ways and Indian ways; learned to hunt 
and survive; and learned to hear the soft, clear call of the 
land ahead that never leaves a man once he has heard it. 


All his life he followed that call. It took him 
westward beyond the maps, over mountains 
no man had climbed before, across rivers 


He didn’t know how to stand still 











no human eyes had seen. Three times the Indians captured 
him, and three times he escaped. Not even the strong 
ropes of twisted rawhide could keep Daniel Boone 

in one place. 

In a country so new and big that no mind could picture it 
all, it was good that there were men like Boone who 

didn’t know how to stand still. Where he went, others 
followed. He opened the way, and the growing, prospering 
life of America flowed into the new land behind him. 

Yes, they've got Daniel Boone in the schoolbooks now, but 
they can’t make him stay put. Every year, thousands 

of American kids find him and let him out. They spot him 
as one of themselves. They've got it, too—the drive to get 
on, the mover’s urge that keeps this country growing 
better all the time. 
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